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IN MEMORIAM 


With sorrow and bereave- 
ment we observe how Wall 
Street has greedily joined hands 
with the so-called “do good- 
ers” to push us further down 
the socialistic road of subsi- 
dized housing by planning to! 
market several billion dollars 
more of tax-exempt govern- 
ment sponsored securities. Be- 
fore it is too late, we urgently 
implore that our investment 
banking friends, who represent 
so large a segment of our 
private enterprise system, alert 
themselves to the realities and 
long-range implications of this 
un-American program. 



















A comprehensive investiga- 
tion of the development of 
public housing in England and 
its effect upon the lives of the 
complacent people of that 
country might also be instruc- 
tive and enlightening. Recently 
it has been reliably reported 
that not one private residence 
is under construction within 
the greater London area. 















The redevelopment program 
can be done by private enter- 
prise with proper encourage- 
ment by government at the 
national and municipal level. 
The “Baltimore plan” and the 
Title 608 program in Memphis 
are fine examples of such co- 
operation. A liberalized, sim- 
plified, enlightened, and sin- 
cerely realistic approach to 
Section 207 of the National 
Housing Act can produce the 
weapon that will greatly dull 
the horns of the public housing 
monster before it completely 
engulfs us. Or does private 
enterprise lose another battle 
by default, this time aided and 
abetted by Wall Street? 


President, Mortgage Bankers 
Association of America. 
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20th ANNIVERSARY with MBA for 
SECRETARY GEORGE H. PATTERSON 


That’s more than half of the Association’s existence 
and represents most of its growth in all 





T’S not over yet but 1951 has been 

quite a year, particularly for the 
mortgage industry. Already, at the 
three-quarter mile, it’s likely to get 
quite a bit of space in history. It 
was the year the “police action” in 
Korea became a big-time affair—and 
maybe peace—the year when the 20th 
century’s third great defense effort 
got rolling, a year of booming busi- 
ness on one hand and government 
efforts to deflate on the other. 

It was the year of HOLC’s demise, 
the year RFC was held up to public 
scrutiny, the year when it began to 
appear that the American people 
might shake off their indifference 
about organized crime, a year when 
the public first learned of the extent 
of disloyal elements within its house. 
In building, it has been a year of 
heavy starts and a sharp decline. 

And for mortgage people, it was 
the year of the big squeeze, the great 
change. 

Coming close to home, for mem- 
bers of MBA, 1951 is singularly note- 
worthy for another reason—it’s the 
20th anniversary of Secretary George 
H. Patterson with the Association. 
That’s more than half its existence 
—by years; and by activities, growth, 
influence, service and prestige that’s 
practically all of it. And since during 
most of that two decades, he was al- 
most the sole full-time worker for 
the Association, George Patterson can 
pause now and look back at the rec- 
ord with considerable satisfaction— 
because the record is a good one. 

So this is anniversary year in 
MBA, the 20th year for the man 
who, more than any other, has been 
responsible for bringing the Associa- 
tion to where it is today. 

Twenty years ago, on December 1, 
1931, in the depths of the depression, 
Secretary Patterson joined MBA as 
secretary and has held the post ever 
since. The Association bears little re- 
semblance to the tiny struggling unit 


he was asked to direct. It has almost 
been reborn during that time, so lit- 
tle does its present character, activi- 
ties and interests correspond to those 
of 1931. 


180 to 1700 in Two Decades 


When he took over MBA, total 
membership was 180, as contrasted to 
nearly 1700 today. Practically all of 
these 180 were correspondents and life 
insurance companies. There were no 
mutual savings banks, practically no 
commercial banks, few title and trust 
companies and no mortgage brokers 
doing a nationwide business. Few 
members engaged in any kind of 
building operations. Servicing prob- 
lems were important but there was 
little appreciation of how important. 
There were no regular publications, 
no educational program, no Wash- 
ington representative. 

MBA’s principal activity in 1931 
was its annual convention, and it was 
at a convention where Secretary Pat- 
terson and MBA got together. It was 
the 18th annual meeting in Dallas. 
He was secretary of the Chicago 
Mortgage Bankers Association at the 
time and had been invited to give a 
talk on local association activities. 
Chicago was, then as now, the largest 
local mortgage group in the country. 
Hiram S. Cody was MBA president 
that year and before the convention 
closed, Secretary Patterson had been 
offered the post and accepted. 

His business career had been in 
mortgages. He was born in Chicago 
and lived in Wilmette, Ill., during 
his boyhood. He studied law at 
Northwestern University and his first 
job was with the Chicago Title & 
Trust Company. Later he was with 
the old Chicago Trust Company 
which later became part of the Cen- 
tral Republic Bank and Trust Com- 
pany and is now a part of City Na- 
tional Bank and Trust Company. 
From there he went to the Chicago 
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Mortgage Bankers Association, and 
from there to MBA. 


The early days of MBA were a 
struggle. The headquarters office was 
at 111 West Washington Street, Chi- 
cago, as it is now, but it was scarcely 
larger than Secretary Patterson’s pres- 
ent private office. The rest of the staff 
was one stenographer. The services 
were all prepared, processed and 
mailed from the office without outside 
assistance—and with a total member- 
ship of less than 200, it could be done. 
The budget was a problem too—just 
over $10,000 to pay all expenses. To- 
day, it exceeds $250,000 annually. 


The business itself was quite a dif- 
ferent animal, too. The federal gov- 
ernment had made its first entry into 
private mortgage lending with the 
Federal Farm Loan Act. Federal 
Land Banks were being set up. Gov- 
ernment participation was an innova- 
tion and private enterprise feared that 
it might be the entering wedge for 
more complete control. 


There was no FHA, FNMA, Na- 
tional Housing Agency, Housing and 
Home Finance Agency and even 
HOLC was not yet in existence. Few 
loans were being made by private 
lenders in that dark 1931-32 period. 
The world wide depression was acute, 
banks were closing, unemployment 
was high, foreclosures were brisk. It 
was a period of about the greatest 
domestic unrest within the memory 
of men living today. The mortgage 
rate was about 52 per cent gross but 
little mortgage business was being 
done. 


Secretary Patterson’s start with 
MBA had one hopeful aspect — the 
direction he and the Association could 
most logically expect to go was up; 
there almost seemed to be no lower 
point to reach. 

The first MBA convention Secre- 
tary Patterson directed was in 1932 
at Niagara Falls, N. Y., with total 
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Three generations of the Pattersons at their farm. 


attendance of 153 of which 93 were 
from outside Niagara Falls and Buf- 
falo. Then came the worst time of 
all—early 1933, when the national 
economy was almost paralyzed. 


A Change for the Better 


But, as the year progressed, it was 
evident that a change for the better 
was in the making and by January, 
1934, the turning point of depression, 
it was apparent that the nation had 
started to climb out of the economic 
slough and was heading into better 
days. 

MBA’s own growth began. HOLC 
was operating. FHA was established; 
and from that time on, the govern- 
ment’s participation in mortgage 
lending became one of the most im- 
portant factors in real estate financing. 
Deplored at the time, the industry 
learned to live with its new partner. 

Most of the men who served MBA 
as president since its founding had 
Secretary Patterson at their side dur- 
ing their administration. He served 
under 18 of the twenty MBA presi- 
dents now active in the Association— 
President Milton T. MacDonald and 
past presidents R. O. Deming, Jr., 
Aksel Nielsen, John C. Thompson, 
Guy T. O. Hollyday, Byron V. 
Kanaley, H. G. Woodruff, C. A. Mul- 
lenix, Frederick P. Champ, Dean R. 
Hill, Byron T. Shutz, S. M. Waters, 
A. D. Fraser, James W. Collins, L. 
A. McLean, Owen M. Murray, W. 
Walter Williams and Hiram S. Cody. 
E. E. Murrey and E. D. Schumacher, 
who remain active in the Association, 
had served as president previously. L. 
E. Mahan and S. B. Nye, also former 
presidents under whom he served, are 


now deceased. Secretary Patterson’s 
two decades with MBA covers a 
longer period than the total years 
served by his three predecessors, 
H. M. Hanson, first secretary with 
four years, E. D. Chassell with nine 
years service and Walter B. Kester 
with five years. 

Not every member fully appreciates 
the broad scope of MBA activities 
today and even fewer realize that 
MBA’s meeting program is about as 
heavy, or even more so, than that of 
any national trade organization in our 
general field. None holds more re- 
gional meetings than does MBA. 

This has been particularly impor- 
tant to Secretary Patterson because 
he believes that one of the most im- 
portant single things an association 
can do is to provide the proper vehi- 
cles for those within the industry to 
get together and mutually explore the 
problems of their business. He rates 
successful meetings as the greatest ac- 
complishment of a successful trade 
organization. 

This year, in addition to the annual 
convention, MBA has held nine meet- 
ings, two large conferences, four clin- 
ics and three educational meetings. 
It has expanded in other fields as 
well. For five years it has had a full- 
time Washington office, with Samuel 
E. Neel in charge. For five years it 
has had a research and educational 
department under the direction of 
Frank J. McCabe, Jr., and for the 
past year its new servicing and ac- 
counting division in charge of Thomas 
E. McDonald—an innovation in As- 
sociation developments conceived by 
Secretary Patterson. 

Most MBA members know George 


The Mortgage Banker for September, 1951 


Patterson as they see and talk to him 
at meetings. But not all of them know 
his interests and activities outside 
MBA. He lives in Harvey, Illinois, a 
pleasant suburban town 20 miles 
south of Chicago, and commutes daily 
on the Illinois Central. The Patter- 
son family right now consists of Mrs. 
Patterson and daughter, Mary, who 
will enter her senior year at Thornton 
Township High School. Come Sep- 
tember, 1952, she will enroll in the 
music school at Northwestern Univer- 
sity. The other member of the Pat- 
terson family is George, Jr. He shares 
the Patterson’s love of the soil and 
while still at an age when most peo- 
ple aren’t making permanent deci- 
sions, he decided that he wanted to 
make agriculture his life work. And 
he did. He studied agriculture at 
Purdue, graduated, and now resides 
on his parents’ farm near Hoopeston, 
Illinois which, with other lands, is the 
ancestral home of Mrs. Patterson’s 
family. And there is a new generation 
of Pattersons coming along. George, 
Jr. is the father of a year-old +augh 
ter. 

Secretary Patterson’s interests are 
wide and include photography, fish- 
ing, baseball, farming and working in 
his home workshop. Several years 
ago he and a close friend of many 
years standing had an opportunity to 
acquire a summer home on the Ca- 
nadian border near Ely, Minnesota. 
It’s in the Superior National Forest 
adjoining the Quetico Provincial Park 
of Canada which together form the 
last wilderness area of the North 
American continent. Every July the 
Pattersons get up to their cabin and 
when the opportunity has permitted, 
Secretary Patterson has taken MBA 
officers up for a few days in the 
Spring. 

So 1951 is a rather special year for 
MBA, the celebration of two decades 
of service for Secretary Patterson. He 
can look back and regard with great 
satisfaction these two decades of fruit- 
ful progress. He could say—but he’d 
be the last one to do so—that the 
major credit is his because during 
that twenty years he contributed most 
to making MBA the organization it 
is today. 

Climax of the anniversary will be 
after the Convention this year. The 
MBA executive committee some time 
ago decided to reward him with a trip 
for himself and Mrs. Patterson. So, 
as soon as the sessions are over, they'll 
be heading to Mexico. 
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The BETTER OUTLOOK 
for MORTGAGES 


INCE March of this year, we have 
all become acutely aware of the 
close relationship between the market 
for government bonds and the market 
for mortgages and 
high grade corpo- 
rate bonds of the 
type considered 
suitable for invest- 
ment by life insur- 
ance companies 
and savings banks. 
During that pe- 
riod, we have had 
sharp declines in 
the government 
bond market, the market for high grade 
bonds and the market for mortgages. 
In fact, the mortgage market has 
reached a point where representatives 
of life insurance companies, savings 
banks, commercial banks, mortgage 
bankers, savings and loan associations 
and builders, meeting at a round table 
under the auspices of the Magazine 
of Building, reached the conclusion 
that “the worst mortgage money 
shortage since 1932 has struck the 
home building industry.” 





J. M. Pringle 


Prophecy is dangerous, particularly 
in uncertain times such as we are 
now experiencing, but, at the risk of 
having my own standing as a prophet 
considerably deflated before 1951 is 
over, I will attempt to outline my rea- 
sons for believing that the market for 
FHA insured loans will be at least 
fractionally better by the end of this 
year than it is now and distinctly bet- 
ter by the middle of 1952. I expect 


By J. M. PRINGLE 


some slight improvement in the mar- 
ket for VA guaranteed loans but not 
to the same extent that I anticipate an 
improvement in the market for FHA 
mortgages. 

The decision of the Federal Reserve 
Board not to continue to support gov- 
ernment bonds at prices above par 
and the offer by the Treasury to 
exchange the 2's of 1967-72, which 
had been pegged at 100 22/32, for 
non-marketable 234s was primarily 
for the purpose of curbing inflation 
by making it unprofitable for the non- 
commercial bank lenders to sell their 
bonds to the Federal Reserve. Such 
support purchases made by the Fed- 
eral Reserve had increased the de- 
posits of the commercial banks and 
thus added to the supply of bank 
credit which has been one of the main 
causes of the inflationary spiral. With 
13% billion dollars of these bonds con- 
verted (8 billion by private lenders 
and 5% billion by government agen- 
cies) there now remain outstanding 
only 6 billion dollars of the total 
original issue of 19% billion. The 
non-marketable 234s into which the 
13% billion of the 24%s of 1967-72 
were converted can be exchanged for 
five year marketable 1% per cent 
notes and, while few of the 234s have 
been so exchanged by private lenders, 
it is interesting to note that govern- 
ment agencies have exchanged about 
one billion of the 234s for the five 


year 1% per cent notes. While there 
is not an active market for these five 
year 14s, they are quoted around 98.* 
Consequently, lenders who exchanged 
their 2'%s of 1967-72 for 234s are, at 
the moment, approximately one point 
better off than if they had not made 
the exchange. ics 

The abandonment by the Federal 
Reserve of the program of supporting 
government bonds was an important 
step in the battle against inflation 
and one which has been quite effec- 
tive. Prices have started to level off 
and if this trend continues, confidence 
in the soundness of the dollar will be 
restored and a greater proportion of 
the income of the country will go 
into savings, life insurance, etc. This 
is what happened during World War 
II and I venture to predict that it 
will happen again in the present 
emergency although, perhaps, on a 
lesser scale. 

If I am right, there will be larger 
sums to be invested by savings banks, 
insurance companies, pension funds 
and the general public. This should 
result in a steady, and later on in a 
slightly advancing, market for gov- 
ernment bonds, high grade corporate 
bonds and, last but not least, mort- 
gages. Such an advance in prices or 
decline in interest rates resulting from 
demand from sources other than the 
commercial banks and the Federal 
Reserve will not be inflationary. It 
should be kept in mind that it is only 
when government bonds are _ pur- 
chased by the commercial banks or by 











Seldom if ever in the past bas an industry been beset 
with quite so many uncertainties as confront mortgage 
lending at this moment. In a few days mortgage men 
from all sections of the country will turn westward, 
toward San Francisco, where on September 11 the one 
great national forum of discussion of mortgages will get 
under way. They bope to find there a guide as to i 
to expect in the period. abead. 

In the meantime, what is a good appraisal of the out- 
look for a resumption of mortgage lending on something 
like the basis that prevailed prior to the change early this 
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year? Every man in mortgages has his own viewpoint; 
and here’s the reasoning and conclusions of a man who 
looks at the mortgage business ogee a national view point. 
He analyzes what's happened and why, and what is 
logical to expect may be abead. One point he empbasizes 
for investors is the cost of not investing. Note what be 
has to say on that. 

The author is manager of the insured FHA mortgage 
department of Stern, Lauer & Co. of New York, members 
of the New York Stock Exchange. He has contributed to 
The Mortgage Banker in previous years. 
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This pictorial map will help you enjoy 
your stay in San Francisco during the 
Mortgage Bankers Association of America 
Convention. Ask for your copy when you 
arrive. 
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the city from atop Telegraph Hill at sunset 
with the fog billowing over the Bay .. . the 
smart shops and restaurants for which the 
city is famous. 


Use this Map for your voyage of discov- 
ery. See for yourself the attractions which 
make San Francisco a city of enchantment 
to both visitors and residents alike. 
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the Federal Reserve that the result 
of such purchases is inflationary. A 
steady or slightly advancing govern- 
ment bond market resulting from in- 
creased investment demand by sav- 
ings banks, life insurance companies, 
etc., would probably be kept in check 
by sales from the Federal Reserve 
portfolio, and to that extent such a 
natural improvement in the market 
would be deflationary rather than in- 
flationary. 

While we are talking about the 
inflationary aspect of the government 
bond support program which was 
abandoned by the Federal Reserve in 
March, we should not forget that in 
our own mortgage field we have, in 
the operations of Fanny May, some- 
thing which is also inflationary. At 
the present time, the par bid of Fanny 
May for VA loans of $10,000 or less, 
guaranteed after March Ist, 1951, is 
with a few exceptions, the only mar- 
ket for VA loans. I suppose it is too 
much to expect that builders and 
mortgage originators will cease to rely 
on Fanny May, but if they had the 
courage to do so we might eventually 
have a natural market for VA mort- 
gages and, at any rate, we would 
avoid the inflationary force of the 
present Fanny May purchase pro- 
gram. If Fanny May stopped buying 
VA loans, there would be practically 
no market for such loans and, as a 
result, very few of them would be 
originated. Pressure would then be 
exerted to have VA loans made direct 
by the government, but probably such 
pressure would be resisted, at least 
during the present emergency. Then, 
perhaps, the way would be paved for 
a slight increase in the VA interest 
rate. Veterans, who now really need 
homes and can’t get 4 per cent VA 
loans, find it necessary to secure FHA 
loans where the cost, including FHA 
insurance, is 434 per cent, or con- 
ventional loans where the interest rate 
is likely to be 5 per cent. If Fanny 
May should stop buying VA 4 per 
cent loans and if, during the present 
emergency, pressure for direct gov- 
ernment loans was resisted, it might 
even be politically expedient to raise 
the VA interest rate to 4% per cent. 
However, I realize the previous sen- 
tence contains two very big “ifs.” 

To get back to the general invest- 
ment market, the decline in govern- 
ment bonds and high grade corporates 
has, in my opinion, gone too far and 
some improvement in present levels 


is more probable than any further de- 
cline. The 6 billion dollars of U. S. 
2%s due 1967-72 which were not 
converted are now selling at 97, at 
which price they offer a return of 
2.68 per cent. After the pegs were 
withdrawn, these bonds dropped 
sharply from the pegged price of 
100 22/32nds and reached a price 
of 97% on April 19th. They then 
rallied to about 975%, declined to 
9634, advanced to 9744, and as this 
is being written around July 27th, 
appear to have settled down around 


ee 


. . . we should not forget 
that in our own mortgage field 
we have, in the operations of 
Fanny May, something which is 
also inflationary. At the present 
time, the par bid of Fanny May 
for VA loans of $10,000 or less 
guaranteed after March Ist, 
1951, is, with a few exceptions, 
the only market for VA loans. 
I suppose it is too much to 
expect that builders and mort- 
gage originators will cease to 
rely on Fanny May, but if they 
had the courage to do so, we 
might eventually have a natural 
market for VA mortgages and, 
at any rate, we would avoid the 
inflationary force of the present 
Fanny May purchase program.” 

—]. M. Pringle 


ee 


97. In a relatively free market, these 
bonds have remained practically un- 
changed for over three months, lend- 
ing institutions appear to have con- 
fidence in the present price level, and 
most experts seem to feel that the 
technical position of the government 
bond market is good and that the 
next move is likely to be upward. 
The decline in the government bond 
market has, of course, resulted in 
lower prices and higher yields for 
high grade corporate bonds. Using 
Moody’s average, Triple A Corporate 
seasoned bonds carrying this highest 
rating gave a yield of 2.65 per cent on 
February 8th, 1951, 2.81 per cent on 
March 2lst, after the Federal Re- 
serve withdrew the pegs on govern- 
ments, 2.90 per cent on June 20th 
and 2.91 per cent on July 27th. It 
is true, of course, that new issues of 
Triple A Corporate bonds have to be 
priced to yield somewhat more than 
the average yield of seasoned Triple 
A bonds. The underwriters have 
wanted to be sure of a good reception 
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from the large insurance companies 
and, in what has been a buyers mar- 
ket, the insurance companies have 
been able to insist on yields higher 
than can be obtained from seasoned 
issues of the same grade. 

Bond experts point out that Triple 
A industrial bonds are now selling to 
give lower yields than utilities and 
have held up better in the market. 
The reason given is that most such 
bonds have more substantial sinking 
funds than utility bonds. Buying by 
the sinking funds has prevented sharp 
declines in most such top grade in- 
dustrial bonds. This, it seems to me, 
points up one big advantage of FHA 
and VA monthly payment mortgages. 
Monthly payments, plus additional 
prepayments, of FHA and VA loans 
average considerably larger than even 
the most favorable industrial bond 
sinking fund. In times of bond mar- 
ket weakness, lenders are “locked in” 
far more in high grade corporates 
and, now that the pegs have been re- 
moved, in governments than they are 
in FHA and VA mortgages. Another 
advantage of FHA insured and VA 
guaranteed mortgages is that prac- 
tically all examining authorities re- 
gard them as “par” investments. The 
same certainly can’t be said of high 
grade bonds where market quotations, 
printed daily for all to see, can and 
do vary as much as five to ten points 
in a few months. 

During World War II and for 
about two years thereafter, the FHA 
insured approximately $3,650,000,000 
of Title VI Section 603 mortgages 
secured by one to four family houses 
—largely rentals. Although this was 
essentially the most risky insurance 
program undertaken to date by the 
FHA, only about $50,000,000 of 603 
mortgages have been terminated by 
default or less than 1% per cent of the 
total. In contrast to this, over $1,000,- 
000,000 of 603 mortgages were pre- 
paid in full prior to maturity. Still 
outstanding are 603 mortgages having 
an original principal amount of $2,- 
530,000,000 now reduced by regular 
amortization payments to an esti- 
mated $2,300,000,000. The early 
603s were 442s and many of them 
were purchased by lending institu- 
tions at prices ranging from 101 to 
as high as 104%. The later 603s 
were 4s and I can remember when 
lending institutions were eager buyers 
of such loans at 102. The institutions 
which bought these 603 mortgages 
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have never had to consider them 
worth less than par, and during the 
average of perhaps six years that 603 
mortgages have been held by such 
investors, more than one-third of their 
investment has been converted into 
cash through regular amortization pay- 
ments and prepayments. I doubt if 
lending institutions buying high grade 
corporate bonds, or even U. S. Gov- 
ernment bonds, during this same pe- 
riod, 1942 to 1946, can point to as 
good a record in terms of current 
market value and prepayments. In 
making the above statement, I have 
given no consideration to the sub- 
stantially higher income received from 
603 FHA mortgages than from cor- 
porate bonds and governments pur- 
chased at the same time. 

There is a close relationship be- 
tween the mortgage market and the 
market for governments and high 
grade corporates, and if the supply 
of mortgages is low due to decline in 
the building of new homes as a re- 
sult of credit controls and restrictions 
on the use of materials, some portion 
of the total amount of money seeking 
high grade investments will be di- 
verted from mortgages into govern- 
ment bonds and high grade corpo- 
rate bonds. The result should be 
higher prices for, and lower yields 
from, governments, high grade cerpo- 
rates and mortgages alike. The law 
of supply and demand determines the 
market for corporate bonds and now 
that the Federal Reserve no longer 
artificially pegs governments at a fixed 
price, it is also a determining influ- 
ence in the government bond market. 
However, in the case of mortgages 
and particularly VA mortgages, the 
market can be considered as being 
influenced by the artificial “demand” 
resulting from Fanny May purchases, 
but in another way such purchases 
could be considered as causing a sharp 
reduction in the supply of the kind of 
mortgages that are attractive to pri- 
vate lenders seeking mortgage in- 
vestments. 

I believe that the supply of mort- 
gages will be materially lower by the 
end of this year and will remain low 
during 1952. First of all, new housing 
starts will, in my opinion, unless pres- 
ent credit restrictions are relaxed, soon 
be at the rate of 500,000 a year as 
compared with over 1,300,000 in 1950 
and the so-called goal of 850,000 in 
1951. I am strongly of the opinion 
that Regulation X and the accom- 
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panying FHA and VA credit restric- 
tions are a good thing and that con- 
struction of new homes, particularly 
where such new homes are not vitally 
necessary to further the defense effort, 
should be discouraged. In fact, it 
seems a shame that last fall builders 
and mortgage originators were given 
so much advance notice that Regula- 
tion X was coming that they secured 
enough “pre-Regulation X commit- 
ments” to keep building and, in many 
cases, non-essential building going at 
a high rate during the first half of 
this year. 


ee 


"I believe that the supply of 
mortgages will be materially 
lower the end of this year 
and will remain low durin 
1952. New housing starts will 
in my opinion, unless present 
credit restrictions are relaxed, 
soon be at the rate of 500,000 
a year as compared with over 
1,300,000 in 1950 and the so- 
called goal of 850,000 in 1951. 
I am strongly of the opinion 
that Regulation X and the ac- 
companying FHA and V A credit 
restrictions are a good thing and 
that construction of new homes, 
— where such new 

omes are not vitally necessary 
to further the defense effort, 
should be discouraged.” 
—]. M. Pringle 
Se 


I have previously indicated that I 
don’t think that the Fanny May policy 
of purchasing VA loans at par is good 
for the country but there is no reason 
to believe that this policy will be 
changed. Fanny May purchases, com- 
bined with a much lower volume of 
building, will result in a sharply lower 
supply of mortgages available for sav- 
ings banks and life insurance com- 
panies. 

If the supply of mortgages is going 
to be considerably smaller, the market 
for such mortgages should be higher 
unless, of course, the demand in the 
form of money seeking investment in 
mortgages declines even more than 
the supply. The present crisis in the 
mortgage market has resulted, of 
course, from a decrease in the amount 
of money seeking investment in mort- 
gages but, by analyzing the probable 
demand for mortgages on the part of 
the four principal types of private 
investors in such mortgages, I will try 
to show why I believe that the de- 


crease in the demand for mortgages 
on the part of savings and loan asso- 
ciations, commercial banks, mutual 
savings banks and life insurance com- 
panies will be less than the decline 
in the supply of such mortgages. 


Savings and Loan Associations: 
These associations have practically 
their entire capital invested in mort- 
gages, and during 1950 their capital, 
as represented by savings of their cus- 
tomers, increased by over 11 billion 
dollars. I believe that the increase in 
the capital of the savings and loan 
associations for 1951, and certainly 
for 1952, will be at an even higher 
rate and, of course, practically all of 
this money, plus amortization pay- 
ments on their present portfolios, will 
be seekng investment in new mort- 
gages. One good-sized savings and 
loan association with whose operations 
I am particularly familiar, increased 
its capital by over 2 million dollars, 
more than 10 per cent, in the first six 
months of 1951. 


Commercial Banks: It has been said 
that on balance the commercial banks 
will not increase their investments in 
mortgages this year. I agree that the 
net increase in mortgages held by com- 
mercial banks will not be large but it 
is, perhaps, of some significance that 
two substantial orders have recently 
been placed for FHA mortgages by 
commercial banks. In one case, a bank 
replaced maturing Treasury Notes 
with FHA mortgages, and in another 
case a bank which had not previously 
bought FHA mortgages decided that 
this was the time to start doing so. 


Mutual Savings Banks: It has been 
said that the mutual savings banks, 
and particularly the banks in New 
York State, will be decidedly hesitant 
to commit for new mortgages during 
the balance of 1951. It is true that 
many of the New York mutual sav- 
ings banks made heavy commitments 
during 1950 and the early part of 
this year to purchase mortgages, prin- 
cipally FHA mortgages, and that some 
of these banks had counted on selling 
long-term government bonds to take 
up their commitments. These savings 
banks are reluctant to sell government 
bonds at a loss of several points and, 
as a result, some of them have with- 
drawn entirely from the mortgage 
market. However, many of these banks 
are likely to return to the mortgage 
market much sooner than anticipated. 


(Continued page 34, column 3) 
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MORE OUTLETS 
FOR MORTGAGES 


Why shouldn’t pension funds invest in mortgages? 


OR someone to suggest today that 

one of the things needed in the 
mortgage industry is more places to 
sell loans may seem on a par with the 
plan which former President Hoover 
was reputedly thinking about in the 
depths of the depression in the thirties 
and which contemplated a more syste- 
matic and intelligent use by the 
American people of their leisure time. 
During those dark days, leisure time 
was something which millions of peo- 
ple had too much of; yet Hoover’s 
idea—if it was his—was probably 
sound and no doubt sometime in the 
future will be right at the top of the 
pile for the nation’s consideration. 


About the same thing applies to the 
mortgage industry today—dquite a lot 
of loans are around which the tradi- 
tional sources aren’t buying—so does 
it make much sense to get excited 
now about opening up new ones? At 
the moment, maybe not; but there’s 
always a big future ahead and the 
idea that more types of investors 
ought to be in mortgages makes con- 
siderable sense. Not miuch, in fact 
practically nothing, has been done in 
the past to seek out and develop new 
sources where mortgage loans might 
be placed. Maybe it’s about time 
some thinking and acting along these 
lines are done. Conditions of the 
moment aren’t going to be with us 
always. 

The people at Magazine of Build- 
ing (formerly Architectural Forum) 
have been thinking about the matter 
for some time. The change in the 
mortgage weather resulting from pull- 
ing the pegs on governments started 
them thinking harder. About time, 
P. I. Prentice, editor and publisher, 
decided, to start doing something 
about an expansion of sources for 
mortgages beyond the usual tradi- 
tional lenders. 

In line with the vigorous initia- 
tive which the publication’s editors 
are showing in behalf of any and all 
things which will improve conditions 
in the building and housing fields, 


Magazine of Building acted promptly. 
A conference of mortgage bankers, all 
members of MBA, and pension fund 
officers of a number of manufacturers 
of building materials and equipment, 
was called in New York. It convened 
promptly and the first step has been 
taken toward a prospective develop- 
ment, which may be a big one for 
mortgage lending in the future. 

The investment qualities of FHA 
and VA mortgages was the principal 
item explored at this initial meeting. 

At the present time, pension fund 
investment is almost entirely placed 
in government obligations and indus- 
trial stocks and bonds. As the funds 
grow, other outlets will necessarily be 
sought because high-grade corporate 
issues are not likely to be available 
in sufficient quantity to meet the re- 
quirements of all fiduciary investors. 

The home mortgage field offers an 
opportunity for making up any defi- 
ciency in corporate securities. Today 
the total outstanding home mortgage 
debt (1-4 family structures) is ap- 
proximately $47 billion, about four- 
fifths as great as the approximately 
$60 outstanding long-term (more than 
l-year maturity) net corporate debt. 
Of the total home mortgage debt 
outstanding, FHA and VA loans com- 
prise approximately one-third. On an 
average annual net increase basis, 
home mortgage loans since the war 
have bulked larger than the net in- 
crease in long-term corporate debt. 
Of the amount of home mortgage 
loans made since the war, FHAs and 
VAs have accounted for about one- 
third. This type of investment thus 
provides a substantial potential invest- 
ment outlet beyond those now being 
used. 

A diversification of investments to 
include home mortgages is a matter 
not only of ultimate necessity but of 
immediate desirability, many believe. 
Home mortgages provide a means for 
maintaining the yield and assuring the 
security of the portfolio as a whole. 
Other large investment pools of course 
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have placed a considerable portion 
of their funds in mortgages. Today 
more than one-fourth of life com- 
pany assets and about 40 per cent of 
savings bank assets are in mortgage 
loans, about evenly divided between 
FHA-VA loans and other mortgages. 

FHA and VA mortgages have qual- 
ities that set them apart from other 
mortgages and should make them 
particularly suitable for the invest- 
ment of pension funds. Some points 
for consideration: 
>> Security: Although differing in 
the details of the insurance or guar- 
antee, both VA and FHA mortgages 
are proof against substantial loss to 
the investor. Under the most adverse 
circumstances it is improbable that a 
portfolio of these mortgages could 
suffer a loss of more than | or 2 per 
cent of the outstanding amount of the 
portion in FHA loans, while the pos- 
sibility of loss on VA loans is practi- 
cally non-existent. 
>> Liquidity: Because of the govern- 
ment’s backing, these mortgages are 
readily marketable in case a shift in 
investment policy should be desirable. 
Because of regular amortization and 
payoffs, these loans are being con- 
stantly repaid, about one-tenth of a 
total portfolio being returned each 
year. 
»> Yield: At the present time, FHAs 
carry an interest rate of 44% per cent, 
and VA a 4 per cent rate. After 
servicing costs, the net yield on a 
portfolio about equally divided be- 
tween the two should be in the neigh- 
borhood of 3.6 per cent, which com- 
pares favorably with high grade cor- 
porates even in today’s market. 
>> Sustaining construction: For com- 
panies that look to home-building for 
product sales, investment of their 
pension funds in home mortgages 
could supply an important stabilizing 
and sustaining element to their own 
businesses. Under present circum- 
stances, the dependence for mortgage 
financing upon sources of funds that 
have no direct concern with the con- 
tinuity. of building activity is one of 
the main causes of the repeated feast 
and famine sequence in building and 
its supporting industries. A more con- 
stant and more vitally interested 
source, such as these pension funds 
could provide, would be of immeasur- 
able benefit to both industry and 
public. 

Despite these advantages of mort- 

(Continued page 36) 


17 








There is A 
Great Difference 


ed 


as is a great difference 


between this Diaper Dick 
and a real Sherlock Holmes. 


Fundamental differences also exist 
among insurance companies. . 
Differences which can be 

described in terms of strength, 
character and reputation. 


Lawyers Title Insurance Corporation 
of Richmond, Virginia, is 
outstanding in amount and character 
of assets available for protection 

of policyholders. No other 

title insurance company offers 

so much in financial strength 

and national reputation. 


(Upon request, condensed balance sheet 


will be gladly furnished) 


( Virginia ) 


lawyers Title [Insurance (Orporation 
Operating, in Now York Stale 2s (Virginia) Lawyers Title Insurance Corporation 


Home Office ~ Richmond , Virginia 


TITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF PUERTO 
RICO. BRANCH OFFICES AT ATLANTA, AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, CLEVELAND, 
COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, NEW YORK, 
PITTSBURGH, RICHMOND, SPRINGFIELD, ILL., WASHINGTON, WILMINGTON, WINSTON- 
SALEM, WINTER HAVEN. REPRESENTED BY LOCAL TITLE COMPANIES IN 125 OTHER CITIES. 
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PUBLIC HOUSING BONDS 


The Issue and Its Implications 


HE July flotation of public hous- 

ing authority bonds by Wall Street 
investment houses brings sharply into 
focus, as no previous actions have 
done, the manifold threat that the 
public housing program offers to pri- 
vate building and private financing 
activity. 

This threat is now revealed not only 
as one of a long-range usurpation by 
public ownership of a steadily increas- 
ing part of the rental housing market, 
or the current competition for build- 
ing materials amid a restricted supply. 
It also constitutes competition for 
funds in a tight money situation and 
a disrupting influence on the interest 
rate structure for private loans. Com- 
ing on top of a wild rush to get nearly 
43,000 public housing units “started” 
before the end of the government’s 


fiscal year (June 30, 1951), the bond 
issue fully discloses the indifference of 
public housing advocates not only to 
the importance of maintaining a sound 
private building and financing system 
but also to the danger that inflation- 
ary action such as this imposes on the 
economy as a whole. The flotation 
could not have been better timed to 
bring all of these circumstances into 
vivid light. 

The avidity with which under- 
writers seized upon the issue reflects 
another type of indifference—that of 
the underwriters and their customers 
both to economic stability and to the 
preservation of a private enterprise 
economy, simply to obtain a lush 
profit on the transaction and a high 
tax-free return. The very avidity with 
which the issue was taken up, more- 


over, demonstrates the willingness of 
the Public Housing Administration to 
offer an extravagant deal in order to 
force the advancement of its program 
irrespective of the conditions of the 
financial markets. 

The circumstances of the issue are 
as follows. The offering was the first 
of a possible total of $7.5 billion to 
$8.0 billion of such bonds, which 
would increase by nearly one-third 
the total of currently outstanding tax- 
free issues. It comprised a joint offer- 
ing of 58 local public housing authori- 
ties, in the amount of $171 million, 
and was underwritten at a price to 
cost the authorities an average inter- 
est of 2.07 percent per annum for an 
average maturity of about 20 years. 
The bonds are not callable for ten 
years and thereafter, up to 35 years, 











Ever since the advocates of public housing first put 
forward their proposals for an extensive national pro- 
gram, the Mortgage Bankers Association of America bas 
strongly opposed both the principles upon which the al- 
leged need for the program was based and the practices 
which the Association felt inevitably would flow from it. 

Notwithstanding the objections of almost all segments 
f private industry, a public housing program was au- 
thorized by Congress and begun in 1937 pursuant to the 
provisions of the United State Housing Act of that year 
and was expanded from year to year until World War Il 
brought a temporary interruption. In 1949 Congress 
renewed public housing activity on a scale greater than 
any previously envisaged. 

It is the Association's opinion that time and experience 
and the performance of public housing officials in the 
operation of their preareme since that date all clearly 
indicate that the objections of private industry to the 
program were, and still are, sound and valid. 

However, all too [ervey it bas been possible for 
those advocating public housing to throw a rosy cloud 
of “social need” poetry around the immediate effect of 
their program upon our industry and thus to obscure the 
issues really at stake. 

During July 1951 two events occurred which should 
open the eyes of any interested observer om this score 
and which may come as a rude shock to many members 
of our industry. 
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First, when the Bureau of Labor Statistics announced 
its official figures on bousing starts od June 1951, the 


figures clearly showed the cynical disregard of public 
housing officials for the national emergency. Public bous- 
ing starts in June 1951 totalled 42,300 units, an increase 
of about 50 times the number of public housing starts in 
June 1950. These June starts brought the number of 
public bousing starts in the first six months of 1951 to 
60,500, an increase of about 550 per cent over the same 
period in 1950. During these same periods private in- 
dustry was being forced to curtail its housing activities, 
and private housing starts in January-June 1951 actually 
decreased by 26 per cent. 

On the one hand, public officials demand that private 
industry reduce its housing starts because of the dangers 
of inflation and the necessity of comserving critical mate- 
rials, but on the other hand they permit and encourage 
thousands of public housing units far in excess of any 
number previously started to be thrown on today’s market 
in competition for materials and financing. 

Second, in July 1951 the first of several issues of 
public housing authority bonds were offered to the 
public. 

The article printed in this issue of The Mortgage 
Banker analyzes and points out the implications of this 
public housing bond issue and its importance to our 
industry. No member of the Association can afford not 
to read it. 
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are callable only at premiums ranging 
from 4 percent to | percent, depend- 
ing on the time of the call. Both the 
bonds and their income are exempt 
from all taxation now or hereafter 
imposed by the United States and 
from state and local taxes in most of 
the states in which the authorities are 
located. Principal and interest are 
fully guaranteed by the United States 
through subsidy contracts between the 
Public Housing Administration and 
the local authorities and in the form 
of annual subsidy will in most cases 
be fully paid by PHA from the start. 

What we have here is for all prac- 
tical purposes a tax-free federal gov- 
ernment bond offered to yield almost 
the equivalent of average yields on 
high grade municipal bonds (currently 
slightly over 2.1 percent), which of 
course have no corresponding federal 
government guarantee. Moreover, con- 
sidering the tax exempt features, we 
have a federal government bond that, 
in the hands of the typical investor 
in tax-exempt securities, is equivalent 
to a taxable government security yield- 
ing about 4% percent or better. This 
may be compared with the rigidly 
held rate on VA-guaranteed loans, 
which after servicing costs can yield 
no more than 3.5 percent, or FHA- 
insured loans which yield, after serv- 
icing, from 3.6 to 3.75 percent. 


Is lt “Private Financing”? 

The incongruities of this perform- 
ance are its most outstanding feature. 
In the first place, the operation is 
constantly referred to by public hous- 
ers as “private financing.” If this is 
true, then there is no such thing as 
public financing. This misnomer arises 
from the fact that, instead of using 
the alternative of borrowing directly 
from the Treasury, which in turn 
would issue its own bonds (and which, 
incidentally, would cost the govern- 
ment no more than 2.75 percent in- 
stead of the effective 4.25 percent), 
the PHA has engineered the transac- 
tion directly with the underwriters. 
This practice of independent financ- 
ing was formerly widely used by 
HOLC, RFC, FNMA, and other fed- 
eral agencies, but has lately been 
frowned upon by the Treasury. But, 
whether the contact with the market 
is direct or indirect, so long as the 
borrower is a government or an agency 
of government, the financing is public 
and not private. Actually these bonds 
constitute government financing in 
the same sense that local school bonds 
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or park bonds or sanitary district 
bonds are government financing, or 
that Treasury bonds themselves are 
government financing. 

The issue thus is not private financ- 
ing as claimed; and it, furthermore, 
violates a financing policy laid down 
for other federal agencies. It also 
violates the Treasury policy of reduc- 
ing rather than increasing the volume 
of tax exempt bonds. Tax exemption 
has been denied to federal bonds; and 
for years the Treasury has been trying 
to do away with tax exemption for 
state and local obligations. But here 
we have what can become a major 
increase in the outstandings of these 
securities—ultimately about one third 
of the present total—with the blessing 
of a federal guarantee to boot. In per- 
mitting this practice, it must be noted 
that, in addition to paying an annual 
subsidy for principal and _ interest, 
which is authorized at 4.5 percent of 
the original principal amount, the 
government is also subsidizing the tax- 
free investor to the tune of probably 
an additional 2 percent or better. 


The timing of the issue in itself is 
incongruous. It would be difficult to 
conceive of a period when a less fav- 
orable deal for the government could 
be made. Following the recent shift 
in the Treasury-Federal Reserve bond 
support policy, investors generally 
have their funds so well-committed in 
advance that only the highest possible 
yields are acceptable. It is well-known 
that when the issue was first contem- 
plated, a yield basis of around 1% 
percent was calculated to be sufficient 
and that, even after PHA’s meeting 
with the underwriters on June 13, 
bids of under 2 percent were still 
expected. The shock of the final fig- 
ure caused PHA to delay announce- 
ment of its acceptance, but it went 
ahead nevertheless. If, as government 
officials have stated, the financial mar- 
ket is likely to ease sufficiently by the 
end of the year to make a 4 percent 
VA mortgage interest rate again ac- 
ceptable, then it would have been dis- 
creet for PHA to have carried its 
obligations on a short-term basis, to 
be refinanced on relatively favorable 
terms some months from now. In- 
stead of this, it acted so as to aggra- 
vate an already tight money situa- 
tion, penalizing itself as well as other 
borrowers. 

The incongruity of, in effect, adding 
to the federal debt at an extravagantly 
high interest rate need hardly be men- 


tioned at a time at which the Treas- 
ury is trying both to minimize the 
amount of its borrowing and the rate 
which it will have to pay. A glaring 
inconsistency is also evident in the 
promotion given to this issue by PHA 
as compared with the discouragement 
given by federal authorities under the 
so-called Voluntary Credit Restraint 
Program to the underwriting of state 
and local bonds for veterans bonuses, 
public works, etc. Yet, considering 
the double impact of tax-exemption 
and subsidy, combined further with 
eligibility of the bonds for purchase 
through bank credit, no financing 
could be more inflationary than the 
public housing issue. 


The Question of Rate 

A crowning anomaly is the differ- 
ence in approach to the interest rate 
problem between the government’s 
public housing and its private housing 
programs. In the former case, which 
is widely recognized as being among 
the more socialistic of the govern- 
ment’s endeavors, the rate has been 
set on the basis of what the market 
demands. In the FHA and, especially, 
the VA mortgage insurance and guar- 
antee programs, which are supposed 
to be aids to a private enterprise sys- 
tem, consideration of the state of the 
financial market has been ignored; 
and it is assumed that interest rates 
can be established and maintained by 
edict. As a result, the former program 
goes smoothly ahead, while the latter 
is in an advanced stage of disruption. 

Another issue of public housing 
bonds, in nearly the same total amount 
as the present one, is expected before 
the year’s end, with the prospect of 
an additional $550 million during the 
first half of 1952. With the public 
housing program being now pushed 
at full steam—the so-called limitation 
upon it being set at the probable max- 
imum that could be produced in any 
event—this volume may be expected 
to expand steadily year after year 
toward the legal limit, which provides 
for the financing of a total of 810,000 
units by the end of 1954. All the evi- 
dence, therefore, is that this highly 
inflationary operation—inconsistent in 
every way with other federal financ- 
ing policies—will be continued with- 
out regard to the state of the market 
or the cost to the public. This out- 
look is not one to increase the popu- 
larity of the program or the financial 
organizations that participate in it. 
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WHAT PRIVATE ENTERPRISE 
HAS DONE IN 


UGUST of 1949 marked the be- 

ginning of a rental housing pro- 
gram designed to alleviate the great 
housing shortage that confronted the 
civilian and mili- 
tary personnel of 
the Armed Serv- 
ices. FHA with its 
broad experience 
and extensive fa- 
cilities, was au- 
thorized to insure 
mortgages where 
the Secretary of 
Defense certified 
that the housing 
with respect to which the mortgage 
was made was necessary and deemed 
to be a part of the Military Estab- 
lishment and there was no intention 
to substantially curtail activities at 
such installation. 

The pattern of Title VIII closely 
resembles that of Section 608 of Title 
VI: 

»> Private ownership permitted. 

>> Single mortgage limitation of $5,- 
000,000 per project. 

»> Limitation of 90 per cent of esti- 
mated replacement cost of project 
(608 based on December 31, 1947 
cost estimate). 

>> Loan limitation of $8,100 per 
family unit except single-family de- 
tached units, the limitation there be- 
ing $9,000. 

>> Interest rate 4 per cent, term 
generally 391 months. 

>> Debentures issued upon default— 
not to exceed a 3 per cent interest 
rate and to carry a 10 year maturity. 
(The comparative short term of the 
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Earlier this year people got pretty mad when they read 
ousing conditions existing at or near 
many of our military bases. The emergency bit rather sud- 
denly and housing at many of them was pretty bad—and 
it takes time to construct additional facilities. Some of the 
gouging by private landlords in towns near bases is some- 
thing else again and it was about as bad as it could be. 


of the disgraceful 





TITLE VIII 


By JAMES M. HUCK 


debentures has undoubtedly been a 
significant factor in maintaining at 
least a par market for these loans.) 

The expiration date of Title VIII, 
June 30, 1951, has passed without an 
extension but because of the many 
projects now in far advanced plan- 
ning stages and the prevailing acute 
housing need in many military zones, 
it is logical to conclude that an ex- 
tension to at least June 30, 1952, will 
be forthcoming shortly. FHA offices 
throughout the nation are presently 
continuing the processing of cases and 
new applications are being accepted 
—all subject to legal extension of the 
Act before commitment issuance can 
be permitted. 

Original procedure with respect to 
any project required each prospec- 
tive sponsor to provide his own plans 
and specifications along with his bid. 
On a specified date all bids were 
opened, the lowest bidder being gen- 
erally accepted, providing plans, spec- 
ifications, sponsor ability, integrity 
and financial responsibility were ap- 
proved. The right of the government 
was reserved, however, to reject any 
or all bids. Presently, procedure has 
been changed with respect to archi- 
tectural services. The Military 


(Army, Navy, Marine Corps or Air 
Force) selects an architect to prepare 
all plans and specifications and the 
cost of these are repaid to the gov- 
ernment by the accepted sponsor’s 
corporation or trust at the time FHA 
insures the loan. 
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The sponsor is thereby precluded 
from projecting his ideas architec- 
turally into a project and taking ad- 
vantage of the usual “spread” be- 
tween actual architectural cost and 
the architectural fee allowed by FHA. 
Plans for one recent proposed project 
were abandoned entirely and new 
plans ordered prepared because the 
connected costs completely eliminated 
any prospect of profit for a sponsor. 

Projects on permanent military in- 
stallations have some advantages 
sponsorwise as the government-owned 
land is leased to the mortgagor (gen- 
erally for 75 years at $1 a year) and 
the utility services of the base are 
furnished to the project on a con- 
tractual basis that is usually favor- 
able. In addition, fire and police 
protection are also afforded. The 
elimination of real estate taxes fur- 
ther effectively permits a lower rent 
schedule. Projects off permanent 
military installations require sponsor 
investment in land and the payment 
of the yearly tax bill. One case con- 
templated the requirement of a gov- 
ernment purchase of the project at a 
nominal consideration after 10 years 
and then a lease-back arrangement 
with the mortgagor for a long term 
of years. 

In the FHA Rental Housing pro- 
gram, the size of the projects and 
unit composition under Title VIII far 
exceed those under FHA Sections 608 
and 207. It is indeed “big business” 
and it is gratifying to see private en- 





a 


There is another side of the matter, the accomplish- 
ments under the Title VIII program, and Mr. Huck tells 
some of them here. The program at the moment has 
lapsed of course but before comgress quits it is expected 
to renew it in some fashion. 

Mr. Huck is with Greenebaum Investment Company 
of Chicago. He has contributed to these pages in the past. 
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terprise given the opportunity to help 


solve the urgent military housing 
demand. 

Low rentals satisfactory to the 
military and FHA must prevail in 


order to be within the economic range 
afforded by In the 
event personnel of the military is not 
sufficient for full occupancy of the 


military pay 


owner may, under cer- 


rent to civilians un- 


project, the 
tain conditions, 
related to the military. 

The 


projects, 


these 
even under low-rent sched- 


economic soundness of 
ules, presents a favorable outlook for 
continued successful operation espe- 
cially where they are to urban 
centers. 

FHA statistics reveal that up to 
April 30, 1951, Title VIII insured 
mortgages totaled more than $203,- 
000,000 on 78 projects in 25 States 
comprising 24,868 units of which over 
70 per cent were single-family homes. 
The average unit count 
ceeded five. 

Projects listed below are built or 
under construction and form a ma- 
segment of the Title VIII 
program: 


close 


room ex- 


terial 


a —_s 


Wee 


Down in Biloxi, Miss., Wilkinson-Snow- 
den & McGehee, Inc., are building a 718- 
family project under Title VIII for the air 
force. It is at Keesler Air Force Base and 
completion is scheduled for around October 
15. Materials and equipment used in the 
airmen’s units are identical in brand and 
quality to that used in the homes for the 
officers. All are of brick veneer. Consid- 
erable savings were achieved by elaborate 
advance planning and timing in construc- 
tion. Duplexes in the airmen’s court at 
Keesler Field will rent for $45 for a one- 
bedroom unit, $56.50 for a two-bedroom 
unit, and $68 for a three-bedroom unit. 
The units are expandable from one to three 
bedrooms. h board or piece of dimen- 


WESTOVER AIR FORCE BASE, 
CHICOPEE, MASS. 


750 units—one story basementless 
wood-frame semi-detached and 
row houses with one, two and 


three bedrooms. Rents $57 to $105 
including services. 

Built on the Military Installation 
on a lease arrangement with the 
government. 

Sponsors: John J. Doherty, John 
McInnes, Carroll K. Pierce, Her- 
bert and George Payson and 
Hamilton L. Shields. 


Mortgage Loans: $6,586,300 made by 
the First National Bank of Boston. 





sion lumber that went into the construction 
of the unit was me: exactly and pro- 
vided an individual pattern for reproduc- 
tion. Wilkinson-Snowden & McGehee, Inc., 
saved in countless ways, for instance, by 
slacking their own lime and making their 
own mortar for the brick laying. Average 
completion time per house is 45 days, about 
one-half that used in normal standard con- 
struction. All of the houses are ranch-type 
architecture. By the methods which the 
firm is using at Keesler Field, Russell S. 
Wilkinson eves that a two-bedroom 
home in Memphis can be duplicated to sell 
for around $10,500 and a three-bedroom, 
one-bath home for around $12,000. 


EDWARDS AIR FORCE BASE, 

MUROC, CALIFORNIA 

550 Units (Additional units planned 
174) 2 to 4 bedroom units, rentals 
$55 to $105. 

Sponsor: Hal B. Hayes and Associates. 

Mortgage Loan: $4,545,000 made by 
Manufacturers Trust Co. of New 
York. 


WILLIAMS AIR FORCE BASE, 

CHANDLER, ARIZONA 

500 Single Family Homes 2 to 4 bed- 
room units, rentals $48 to $90 
plus a $5 service charge 

Sponsor: Rubenstein Construction 
Company. 

Mortgage Loans: $3,324,100. 


Forrestal Village at Great Lakes Naval Training Station near Chicago will be one of nation’s largest military housing developments 
and contain 1,000 units. At the right, a typical one-story, pitched roof dwelling designed for senior officers. 
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KENT HOMES, 

FORT LEAVENWORTH, KANSAS 

152 Single-Family Units Rentals $105 
per month including garage. 

Sponsor: Alton K. Blosser. 
Built on the Military (installation 
on a lease arrangement with the 
government). 

Mortgage Loan: $1,352,800 made by 
the Prudential Investment Com- 
pany of Topeka. 


KEESLER AIR FORCE BASE, 

BILOXI, MISSISSIPPI 

718 Units comprising 570 duplexes 
and 148 single family dwellings, 
Rentals $45 to $120. (See page 16) 

Sponsors: Russell S. Wilkinson, James 
E. McGehee, Robert S. Snowden 
and Max B. Ostner. 

Mortgage Loan: $5,626,600. 


TWIN TOWERS, CHICAGO, 

ILLINOIS 

Two 22-Story buildings comprising 
253 units. Rentals $72.50 to $145. 

Sponsors: Herbert S. Greenwald and 
Samuel N. Katzin. 
Built on the military installation 
on a lease arrangement with the 
Government. Lease period 75 
years. 

Mortgage Loans: $2,049,500 made by 
Manufacturers Trust Company, 


New York. 


FORRESTAL VILLAGE, 
GREAT LAKES, ILLINOIS 


1000 Units (348 Garages) comprising 
apartments, row houses, duplexes 
and single-family dwellings, 1 to 3 


LAND TITLE 


SERVICE 
COVERS 


OHIO 
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bedroom units. Rentals $51.50 to 
$112.50, average rental $14.70 per 
room per month. 

Built on the military installation 
on a lease arrangement with the 
government. 

Sponsors and Builders: Corbetta Con- 
struction Co. of New York City, 
Price Brothers Company of Day- 
ton, Ohio. 

Mortgage Loans: $8,188,700 made by 
Greenebaum Investment Company 
of Chicago. 

This large project, entirely of con- 
crete, was designed by Shaw, Metz 
and Dolio, architects. 


The novel type of construction 
commences in a large fabricating 
plant, which has been erected on 
Here concrete walls, 


the site. 
weighing up to nine tons, are 
poured into special forms. After 


setting, these nine ton walls are 
lifted by suction to heavy-duty 
trucks and delivered to the foun- 
dations where they are craned 
into location and welded into their 
permanent positions. Flexicore 
slab floors, also fabricated, are 
delivered to each building, set in 
place by cranes and welded to the 
wall sections already erected. Un- 
(Continued page 36, column 1) 
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WENZLICK SAYS— 


»> That we may have over-built more than 


>> ON OVERBUILDING: We have 
had more overbuilding than most 
people think. In 1940 the census 
found 6% per cent of our dwelling 
units vacant. In April, 1950, a period 
in which we were supposed to have a 
very definite housing shortage, the 
census found 7.01 per cent of all 
dwelling units vacant, or a greater 
vacancy than in 1940. 

Why is the general impression so 
different from the census findings? 

The answer is that in 1940 we had 
an absolutely free market for rentals 
of all types of property. A vacancy 
at that time was for rent. 

In 1950 the vacant units were al- 
most entirely for sale with few for 
rent. Those vacant units consisted 
of new buildings which had just been 
finished and not for sale, or older 
buildings for sale, but not for rent. 

A slight change in industrial con- 
ditions in most parts of the United 
States could bring a fairly sizable va- 
cancy in a comparatively short time. 
We knew, even before the census 
figures were released, that the num- 
ber of dwelling units built in the 
United States in the last ten years 
exceeded by a considerable percent- 
age the increase in the number of 
families in that same period. 


>»? ON REAL ESTATE BOOMS: 
Real estate booms in construction in 
the United States have always been 
extreme. You have never had a little 
real estate boom, and you have never 
had a little real estate depression. 
When you went into a boom, it de- 
veloped into a tremendous boom; and 
when you go into a depression it is a 
deep depression. That has been our 
historical picture over the entire his- 
tory of the United States. 

In contrast, our business booms 
and depressions have been relatively 
small until we came to the recent 
past. 

Analysis of the reasons in the past 
these booms and depressions 
shows one very material difference 
between our current boom and those 
in the past. We built the largest 
number of dwelling units in the 
United States in 1925 and 1926; it 
was also the period at which the 
sale of older properties was at the 
peak. 

In the period we just came through, 


for 
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most people realize 


»> That they are no little real estate booms 
or little real estate depressions — they’re 


either big or little 


>> That we’ve got more inflation coming but 
not right at the moment 


>> That 1951 building volume in last half 


will be off 50 per cent 


>> That, looking ahead long term as he does 
in these speculations on the future, owning 
real estate free and clear may be good advice. 


By ROY WENZLICK 


this boom in 1946 consisted almost 
entirely in the sale of older proper- 
ties, because new buildings had not 
yet gotten away for a rapid start. 
The sale of older properties was 
dropping, and then our new boom in 
building took place, a number of 
years later than our real estate boom; 
that hit the peak last year, with the 
largest number of dwelling units that 
we have ever built in the United 
States. This last part of our boom 
consists almost entirely in new resi- 
dential construction and the sale of 
that type of property. 

The reason for this difference was 
the limitations on new buildings in 
this period and rent control. 

My guess as to how this is going 
to move in the future is that since 
the latter part of the boom depends 
almost entirely on new buildings, and 
since we know that new building is 
going to drop quite rapidly in the last 
part of 1951, real estate activity will 
also drop rather rapidly the balance 
of this year. 


2? ON INFLATION: I think we 
are going to get some additional in- 
flation. It is not going to come this 
year. I believe we have already 
started a mild deflationary action 
and I believe it has been long de- 
layed. Support of government bonds 
should have been removed a long 
time ago. A long time ago we should 
have stopped making the unsound 
loans on real estate that we have 
made in the last few years. A greater 
part of the last part of this boom 
consisted of building new dwelling 
units. and was financed in a very 


unsound fashion. I am in a rather 
peculiar position on that point. Dur- 
ing the past few years, I have gone 
from one end of the United States 
to the other preaching against 608 
loans stating that they were unsound, 
that a great many of them would go 
through foreclosure, and that they 
never should have been made. 


I now say that if you can pick up 
the equities in any of these 608 loans, 
an equity above the loan, and you 
can do it without going on the paper, 
I think it is a pretty good specula- 
tion. In other words, I believed prior 
to the Korean situation that con- 
struction costs in the United States 
were going to drop; that they were 
going to have a gradual declining 
trend, and if that was the case, you 
would also have a declining trend of 
real estate values on existing proper- 
ties. I now think that construction 
costs are going to increase still fur- 
ther, not by a great deal, but by a 
small amount in the period ahead. 


>> ON PRICES: In terms of com- 
modities and services, if a piece of 
real estate were sold on that basis, 
the top of the boom was reached in 
1946 or 1947. In terms of actual dol- 
lars—and that is the way we sell real 
estate—due almost entirely to the 
fact that the dollar is losing its value, 
I think real estate is going to sell for 
as much next year, and probably the 
year after that, as it does at the pres- 
ent time. 

Because of the construction cost 
situation, and over a long period of 
years, replacement cost has a tre- 
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mendous effect on market value. 
There is one other thing, however, 
that must be taken into consideration 
in appraising the future of the real 
estate values: it is going to be very 
difficult to finance real estate sales 
during the latter part of 1951. Mort- 
gaged money is going to be very hard 
to get; there will be a tendency for 
interest rates to rise. Practically all 
of the life insurance companies, 
which have invested a great deal in 
real estate mortgages in the past will 
be almost out of the market during 
the balance of 1951. They went into 
1951 with a great many prior com- 
mitments on mortgages. Probably 
about $2 billion would represent the 
total that life companies will have for 
investment in uncommitted loans for 
the balance of 1951, and that $2 bil- 
lion is going to have to take care of 
their investments in bonds, in com- 
mon stock and in real estate mort- 
gages. During the past few years, the 
life insurance companies have been 
selling governments in order to ex- 
pand their mortgage portfolios. Now, 
with the unpegging of government 
bonds, and the drop of more than 
three points in their selling price, the 
increase in the interest rate on gov- 
ernment bonds of a quarter of one 
per cent, most of the life insurance 
companies feel that they cannot take 
the capital loss, in view of the rela- 
tively low interest rate on real estate 
mortgages. 

Many of them have notified their 
correspondents not to take any more 
applications for the present. To some 
extent, the same thing applies to 
banks. It certainly applies to the sav- 
ings banks in the East. It applies to 
a very small extent to savings and 
loan associations. 

In the last part of the year, new 
building will be down to about half of 
the level of 1950. Sales of existing 
properties are going to drop and 
many people who might have the 
money to go ahead and build a new 
building may hesitate if they find 
that they can’t sell their present 
dwefling unit, and they may not be 
ge sell it on anything like a cash 
basis. Now, that would ordinarily 
tend to depress prices, and we think 
that that factor tending to depress 
prices, the cost of new building tend- 
ing to raise them, would work against 
each other in such a way that pos- 
sibly we will have relatively little 
change on the market, either way, 
during the balance of 1951. 


>> ON THE DOLLAR: Since 1932 
we have progressively inflated and 
decreased the purchasing power of 
our money. In 1941, as a part of 
our war activity, we started selling 
E Bonds to the public. The govern- 
ment advertised these as a splendid 
investment, paying 2% per cent in- 
terest. In 1941, we sold—we just 
started in that year—$203 million of 
these bonds to the public. Those 
bonds are up for redemption this 
year, and with the accrued interest, 
they will be redeemed for $260 mil- 
lion. The $260 million, however, will 
buy 22.6 per cent less than the $203 
million would have bought in 1941. 
In other words, the people who in- 
vested in E bonds in 1941, instead of 
getting 24 per cent on their money, 
have paid the government 2% per 
cent per year to use their money. If 
we take all E bonds that have been 
sold from the very beginning to the 
present time, about $58 billion, and 
put the same test to them, we find 
that their redemption value today is 
about 12% per cent less in purchas- 
ing power than the amount that was 
actually spent for them. 

Until recently, we have gone pro- 
gressively inflationary. We have been 
living entirely on the future. We 
have been selling bonds to the public, 
offering them a good rate of interest, 
and then fooling the public by chang- 
ing the value of our currency .I am 
strongly in favor of Regulation X. I 
think it merely brings us back to the 


amount that a prudent lender would 
lend on an uninsured mortgage. I 
have no use for the insuring of un- 
sound loans. I am just as opposed to 
that as I am any other government 
subsidy, because in the last analysis, 
the insuring of an unsound loan is a 
government subsidy. We have got to 
stop this inflation of our currency 
and credit, and we are not going to 
stop inflation by price and wage con- 
trols. 

As we approach the end of this 
year, we are going to find that we 
are operating at a considerable defi- 
cit. Then I think we are going to 
try to sell bonds to the public again 
and the public isn’t going to buy 
them as readily as they did before 
because we haven’t kept faith on our 
bond sales in the past. I am rather 
inclined to think we will end up by 
selling bonds to the banks, as we did 
before. 

I would far rather see us actually 
print greenbacks. It is less danger- 
ous, because if we were printing 
greenbacks, the general public would 
be very much alarmed. Before we 
get through we are going to see the 
purchasing power of our dollar go 
considerably lower. 


>> ON BUILDINGS: If I owned a 
hotel or office building, I wouldn’t 
sell at the present time unless I got 
a very attractive offer. If I owned a 
big commercial building, a store 
building, well located, I wouldn’t sell. 
(Continued page 34) 
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7te Convention “Sime rbgain! 


MBA's 38th — SAN FRANCISCO — MARK HOPKINS AND FAIRMONT HOTELS — SEPTEMBER 11-14, 1951 


—— 


LAST CALL FOR THE CONVENTION IN SAN FRANCISCO; 
BETTER CHECK TO SEE THAT YOU'VE MADE ALL PLANS 


HAT may well turn out to be 

MBA’s largest convention is now 
only a few weeks away and members 
are urged to consider this as the 
final warning to complete their plans 
to attend: and for those few who 
haven’t started them, this is a double 
warning not to delay. 

Some facts for the late-planners 
and those who, for one reason or an- 
other, have deferred making final 
arrangements: 
>> Hotel rooms are still available 
although it is too late to specify the 
exact hotel you wish. Write or wire 
the MBA Housing Bureau, San Fran- 
cisco Convention and Tourists Bu- 
reau, Civic Center, San Francisco, 
and accommodations will be con- 
firmed. 
>> If you didn’t register in advance, 
the list has been closed. You can still 

and should—send in your advance 
registration to the MBA headquar- 
ters office in Chicago so it can be 
processed and your badge and other 


material will be waiting for you 
when you arrive in San Francisco. 
Your name and firm will then appear 
on our second registration list. Regis- 
tration fees are $25 for members and 
$20 for wives. This actually repre- 
sents no increase from previous years. 
Difference in amount is that this 
year members receive a ticket to the 
principal social event of the Con- 
vention, our buffet dinner Septem- 
ber 13, at the time they register with- 
out additional charge rather than 
purchasing them separately as in the 
past. As for the wives’ registrations, 
all of the fee goes for the three events 
which they will attend. 


>? As this is written, all the space 
on MBA’s special train leaving Chi- 
cago September 7 appears taken but 
late-planners can contact Mr. Wil- 
liam Maloney, Burlington Route, 105 
West Adams Street, Chicago, to take 
any advantage of possible cancella- 
tions. Lots of space coming back, 
however. 


PROGRAM WILL DELVE INTO EVERY PHASE OF MORTGAGE 
INDUSTRY NOW WITH SUBJECTS OF GENERAL INTEREST 


HE Convention program is, we 

think, one of the best we have 
ever offered. 

It opens Tuesday morning, Sep- 
tember 11, in the Room of the Dons 
at the Mark Hopkins Hotel, with the 
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12th annual Exhibit of Building, In- 
dustry and Services. Eleven nation- 
ally-known companies will partici- 
pate in the show. Members have the 
opportunity to devote the entire 
morning to inspecting these displays 


Our headquarters hotels, the Mark Hopkins and Fairmont, high atop Nob Hill overlooking the city. 
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with no conflicting events. They will 
be well-rewarded if they do. 

Registration for those who did not 
register in advance will be at 8 
8 o’clock that morning and a regis- 
tration list, showing them and all 
other members who registered by 
mail since August 20, will be avail- 
able before the end of the day. Those 
who registered prior to August 20 
will have their names and firms 
shown in the official program. 

From then on the program shapes 
up like this: 

Tuesday afternoon, September 1/1, 
opening general session; W. Walter 
Williams, president, Continental, Inc., 
Seattle, past president of MBA, will 
preside. 


Invocation by the Right Reverend 
Karl Morgan Block, Bishop, Episco- 
pal Diocese of California. 

Singing of national anthem led by 
Armand Girard. 


Welcome to the City by Mayor 
E. E. Robinson of San Francisco. 


Welcome from the Northern Cali- 
fornia Mortgage Bankers Association 
by Willis M. Holtum, Equitable Life 
Assurance Society of the United 
States, San Francisco. 


Following that members will hear 
an address by William A. Marcus, 
senior vice president, American Trust 
Company, San Francisco, and gen- 
eral Convention Chairman; followed 
by an address by a nationally known 
figure to be announced. President Mil- 
ton T. MacDonald will give his annual 
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Milton T. MacDonald T. S. Petersen A. N. Kemp 

It’s a heavy, four-day Convention program this year but not so crowded that you won’t have plenty of time to see and do a great 
many things on the Coast. President Milton T. MacDonald will give his report at the opening session. T. S. Petersen of Standard Oil 
of California and A. N. Kemp of Pacific Mutual will both speak Thursday morning on subjects of significant interest for Americans 
today. Below, William A. Marcus, Convention chairman and senior vice president of American Trust Company, will address the 
Convention on a subject vital to the mortgage industry. HHFA Administrator Raymond M. Foley will speak Friday morning in the 
frank and forthright appraisal of the mortgage market. W. Walter Williams of Seattle, former president of MBA, will preside at the 








opening Convention session. 


report, which will be followed by the 
Association’s annual meeting, election 
of officers, and presentation of the 
Distinguished Service Award. 

Wednesday morning, September 12: 
This session is devoted primarily to 
servicing, with Walter C. Nelson, 
vice president, Eberhardt Company, 
Minneapolis, presiding. 

Speakers and subjects will include 
“Mortgage Servicing — Looking 
Ahead to 1952,” by Thomas E. Me- 
Donald, director, MBA Department 
of Accounting and Servicing; “Sav- 
ings Realized Through Adoption of 
a New Accounting Idea,” by Fred K. 


William A. Marcus 
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Cordes, deputy comptroller, The 
Bowery Savings Bank, New York, 
New York; “How The Servicing 
Manager Can Achieve Maximum 
Efficiency,” by William I. DeHuszar, 
treasurer, Dovenmuehle, Inc., Chi- 
cago. 

All Wednesday afternoon is open. 

Thursday morning, September 13: 
Second General Session, with Wal- 
lace Moir, president, Wallace Moir 
Company, Beverly Hills, California, 
presiding. 

Addresses will include “Government 
Regulation and Free Enterprise” by 
T. S. Petersen, president, Standard 


Raymond M. Foley 





Oil Company of California, San 
Francisco; 

“Trackless Transportation and the 
Mortgage Business,” by A. N. Kemp, 
Chairman of the Board, Pacific Mu- 
tual Life Insurance Company, Los 
Angeles ; 

And an address by Dr. Arthur A. 
Smith, vice president, First National 
Bank, Dallas, and formerly Professor 
of Economics, Southern Methodist 
University, Dallas. 

Thursday afternoon, September 13: 
A session devoted primarily to col- 
lections, delinquencies and other serv- 
icing problems. Subjects are: 


W. Walter Williams 















The hills of San Francisco, this one leading downtown from the headquarters hotels on Nob Hill. Right, a Convention must, 


beautiful Cliff House 


As the problem applies to mort- 
gage companies, William W. Salmon, 
secretary-treasurer, Southern Trust & 
Mortgage Company, Dallas, Texas; 

As the problem applies to com- 
mercial and savings banks, Linden 
L. D. Stark, vice president, Anglo 
California National Bank of San 
Francisco; 

As the problem applies to insur- 
ance companies and institutional in- 
vestors, Richard M. Hurd, Teachers 
Insurance & Annuity Association of 
America, New York. 

Thursday evening, September 13: 
The convention’s principal 
event is scheduled for 6:30 Thursday 
evening at the Fairmont Hotel. Mem- 
bers are entitled to a ticket to this 
event because it is included in their 
registration fee. At the time of regis- 
card which 
the actual 


social 


tration they receive a 
they will exchange for 
ticket in San Francisco. 

Friday September 14: 
J. R. Jones, vice president, Security- 
First National Bank of Los Angeles, 
will preside and the first address will 


morning, 


be by Washington Counsel Samuel 
E. Neel on trends and developments 
in national legislation. Following that 
will be a general discussion of “An 
Appraisal of the Mortgage Market 
and What Is Ahead” with W. A. 
Clarke, president, W. A. Clarke 
Mortgage Company, Philadelphia, 
and Consultant to the Office of Real 
Estate Credit, Board of Governors of 
the Federal Reserve System, as mod- 
erator. 

Panel members will be T. B. King, 
director, loan guaranty service, Vet- 
erans Administration, Washington, 
D. C.; Franklin D. Richards, Com- 
missioner, Federal Housing Admin- 
istration, Washington, D. C.; W. P. 
Atkinson, president, W. P. Atkinson, 
Company, Oklahoma City, and presi- 
dent, National Association of Home 
Builders; Raymond M. Foley, Ad- 
ministrator, Housing and Home Fi- 
nance Agency, Washington, D. C.; 
Miles L. Colean, housing economist 
and author of MBA’s Washington 
Letter; P. I. Prentice, editor and pub- 
lisher of The Magazine of Building; 
and Sen. John Sparkman of Alabama. 
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on the Ocean. The Convention program is spread out so you'll have ample time to see a lot of things. 


Friday afternoon, September 14: 
Willis R. Bryant, assistant vice presi- 
dent, American Trust Company, San 
Francisco, will preside and speakers 
and subjects will include: “Good Cus- 
tomer Relations is Good Business,” 
by Marsden S. Blois, vice president, 
Bank of America, San Francisco; and 
“How to Secure and Retain Efficient 
Personnel,” by Wallace Moir, pres- 
dent, Wallace Moir Company, Los 
Angeles. 
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San Francisco at night, gay and glittering with many places to go. Right, another Convention must, Fisherman’s Wharf. 





SEN. JOHN SPARKMAN ONE OF GROUP OF SEVEN WHO 
WILL EXPLORE MONEY PROBLEM FROM ALL ANGLES 


It’s pretty well agreed by everyone 
interested in mortgages that the sup- 
ply of mortgage money is just about 
all there is to the 
dilemma of today. 
Get mortgage 
money flowing 
again normally 
and most of the 
problems of the 
moment will be 
over. 

With that 
thought upper- 
most in mind, W. 
A. Clarke of Philadelphia, long-time 
active member of MBA and now serv- 
ing as consultant to the Federal Re- 
serve Board, has planned the session 
which he will conduct around the 
idea of looking into the supply of 
funds from every conceivable angle. 
The principal government agency 
representatives will be there including 
FHA Commissioner Franklin D. Rich- 
ards, HHFA Administrator Raymond 
M. Foley and T. B. King of the loan 
guaranty section of the VA. Then 





Senator Sparkman 


the home builder point of view will 
be expressed by W. P. Atkinson, presi- 
dent of the National Association of 
Home Builders and himself a leading 
builder in Oklahoma. The economist’s 
conclusions will be reflected by Miles 
L. Colean. Then P. I. Prentice, editor 
and publisher of The Magazine of 
Building—which most mortgage men 
probably continue to know as Archi- 
tectural Forum—will be there. His 
publication has been doing some con- 
structive thinking and acting in the 
present emergency and he will have 
some stimulating thoughts to project 
on the near-term and long-term possi- 
bilities in the mortgage industry. 
Then for a seventh member of this 
panel, Mr. Clarke will present Sen. 
John Sparkman of Alabama. He’ll be 
in San Francisco for the Japanese 
treaty and when that is over will be 
with us to take a good look at the 
problems which confront us now and 
what we are going to do. about them. 
Many mortgage men will associate 
Sen. Sparkman with the Sparkman 
housing bill which they didn’t like. 
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But forgetting that for the moment, 
Sen. Sparkman is one of the best in- 
formed men in the country on hous- 
ing. When he spoke at our New York 
Conference some time ago there were 
many who didn’t share his views but 
no one denied the great study he had 
given to housing, real estate financing 
and the government’s role in them. 


a) 


So, in coming to the Convention, 
if your principal objective is finding 
out what’s going to happen in the 
mortgage money market, there is a 
good possibility that you are going to 
do just that. 
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Mortgage Service 
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Write Full Details to Box 
227, Mortgage Bankers 
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PUT THESE 


BA’S Convention program has 

been so planned and arranged 
that members will have lots of time 
to do and see things in the Bay Area. 
A surprisingly large number have 
never been to Northern California. 
In general, they know how they want 
to spend their time outside the con- 
vention; and at Convention head- 
quarters will be all sorts of guide 
books and suggestions of what to do 
and see. 

San Francisco is different. It is a 
cosmopolitan city with a flavor and 
atmosphere all its own. No other big 
city is quite like it. 


Members will want to ride the 
cable cars and as they do, they will 
sense the difference between San 


Francisco and other cities. Everyone 
walks briskly in this invigorating cli- 
mate, but no one seems in a hurry. 
You'll lots. of sidewalk flower 
stands, a glorious riot of color and 


see 


fragrance. 

You will want to go out to the 
famed Cliff House at the beach. 
There has been a Cliff House on this 
site since 1861. This present one is 
the fourth. You will watch the sea 
lions and seals sunning themselves on 
the famous rocks just three hundred 
feet out in the Pacific. 

You will want to explore China- 
town where America seems suddenly 
to be six thousand miles away. Visit 
the Onental telephone exchange 
where calls are given by the 2,400 
subscribers’ names instead of by num- 
bers. 
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PLACES ON 
YOUR ITINERARY NOW 


Don’t miss Fisherman’s Wharf. 
Walk along the water’s edge, watch 
the little fishing boats bouncing in the 
harbor. Lining the sidewalks are 
black iron cauldrons which steam 
perpetually over charcoal fires. The 
aroma of freshly cooked crabs and 
lobsters greets you. 

Survey the city atop Telegraph 
Hill. Treasure Island, Russian Hill. 
Nob Hill, all of the city spread before 
your feet. Before you stretches the 
magnificent harbor. To the west is 
the graceful Golden Gate Bridge. To 
the east is the San Francisco-Oakland 
Bay Bridge spanning miles of blue 
water to link the two cities. And 
just below you lies Alcatraz, grim re- 


minder that there is all this and 
prison too. 
Drive down the Marina and see 


the gay boats in Yacht Harbor. Go 
on over the Golden Gate Bridge (the 





San Francisco is the Gateway to the Far 
East and, more than any other place in 
the country, a city of many impressive 
bridges. The San Francisco-Oakland span 
at the right. 


highest and longest single span sus- 
pension bridge in the world) on your 
way to Marin County; and in Muir 
Woods, less than 20 miles from the 
heart of San Francisco, see the 
world’s largest and oldest living things 
—the Redwoods. 


You won’t want to leave San Fran- 
cisco without a visit to the Golden 
Gate Park whose thousand acres are 
a paradise reclaimed from the sand 
dunes. This, the place where a local 
newspaper in 1880 said, “a blade of 
grass cannot be raised without four 
posts to support it,” is now one of the 
beauty spots of the world—a garden 
of drives, lakes and groves. Here can 
be found the De Young Museum, 
rare and colorful tropical fish in the 
Steinhart Aquarium, the remarkable 
African collection of animals in the 
adjoining Academy of Sciences Build- 
ing. You would not want to miss a 
walk through the nearby Oriental 
Tea Garden. If you have the time 
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and care to, you can drive on out 
to Fleishhacker Pool (the largest out- 
door swimming pool in the world) 
and walk through the magnificent 
zoo next to it. Return downtown by 
way of the residential districts, tak- 
ing the winding road up to Twin 
Peaks—the lookout place that shows 
you all the city and the surrounding 
Bay. Stop at Mission Dolores, the 
church where San Francisco was 
born. 

Fine food is traditional in San 
Francisco. Every nation is repre- 
sented—you can truly “eat around 
the world in San Francisco.” Enfico 
Caruso put it best. Saturated in San 
Francisco food once, he sighed: 
‘There is a diabolical mystery to your 
San Francisco. Why isn’t everyone 
fat?” 

Mortgage men concerned with the 
growing parking problem in _ the 
downtown areas of their cities (and 
it is a problem just about every- 
where) will want to take particular 
notice of what San Francisco has 
done. Right in the center of the city, 
in Union Square, is a block-long un- 
derground garage. 


We have an idea that post-Conven- 


tion activities this year will be at a 
record high. It has been surprising to 
find that so many well-traveled Asso- 
ciation members have not been to the 
Pacific Coast; and those who have 
seem to have concentrated on the 
Southern half. After the sessions are 
over a great many will be hitting out 
in all directions, some south and some 
up through the Pacific Northwest. 

Right around San Francisco are 
countless places which will provide 
short trips for those who want to 
spend more time in the West. The 
Redwoods country is something that 
anyone will want to see and it’s just 
a matter of whether you can work it 
into your schedule. 

South of San Francisco, about 125 
miles, is the beautiful Monterey Pen- 
insula with historic Monterey and the 
interesting littke community of Car- 
The 17-mile drive around the 
peninsula is something that will de- 
light everyone and, again, if you can 
make it, you regret it for a 
moment. 

Good weather should be with us so 
if you haven’t made any post-Conven- 
tion plans you might want to look 
into the matter now. 


mel. 


won't 
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Telegraph Hill looking out at Alcatraz 
Island. A little boat takes you close to the 
fortress prison—as close as you'll want to 
go. Right, the boats at Fisherman’s Wharf 
and, below, colorful Chinatown, just a nice 
little walk down the hill from our head- 
quarters hotels. Down is all right but com- 
ing back is another matter which you'll 
discover for yourself. 














































Dr. Arthur A. Smith 


WEST IS PLACE TO SEE 
HOUSING INNOVATIONS 


EGARDLESS of 
housing developments mortgage 


how many big 
men have seen in their own areas, or 
how many they themselves have spon- 
sored, they are likely to see a number 
of new things on their trip West. New 


York 


spicuous areas where the life compa- 


and California have been con- 
nies have inaugurated housing proj- 


ects and members will get a chance 
to see what has been done along these 
lines 

California, as everyone knows, has 
had a sensational growth in popula- 
tion in the last decade and that’s 
meant a housing boom of great pro- 
portions. California has become an 
area where new ideas originate: and 
while many people might say that a 
few of them haven't contributed much 
American scene, that can’t be 


Members 


will see some. startling innovations and 


to the 
said of the field of housing 


ideas expressed in single-family house 


construction when they are out West. 





Willis Bryant 


W. P. Atkinson 


Some are geared to the California 
climate, and that means they are not 
adaptable to most sections of the 
country. One thing they will observe 
is the desire of builders to give West- 
ern homeowners something they prize 
very highly—that feeling of being as 
close to the outdoors as possible. 

One of the developments members 
have been invited to inspect is that 
of Earl Smith. As late as 1947, he 
was a small builder of conventional 
houses across the Bay from San Fran- 
Today he is the largest builder 


in the Bay area and one of the largest 


cisco. 


in the country. Last year he built 
about 1,200 homes and has a goal 
this year of 2,500. He’s convinced 





F. D. Richards Wallace Moir 





W. A. Clarke 


T. B. King 








Samuel E. Neel 


that the public is ready to accept 
modern architecture and this, in turn, 
permits tremendous savings through 
simplified construction. 

One of the 


(Continued next page) 


things he has done is 
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SAN FRANCISCO IS A CITY 


WITH A COLORFUL PAST 


_ American cities have the col- 
orful background of San Fran- 
cisco. Rich historically, there are evi- 
dences everywhere of its connections 
with the past; and MBA members 
visiting the city for the first time will 
do well to keep in mind its romantic 
history so they will be better prepared 
to appreciate the sights they see. 

Today it’s a modern industrial 
metropolis but it is still close to its 
origins; and the aura of the past 
lingers on for ali to see. 

The Spanish founded the city and 
their imprint remains to the present 
day. It was an Englishman, how- 
ever, Sir Francis Drake, who first 
touched at the waters of the Bay 
Area, landing at Drake’s Bay, a few 
miles north of San Francisco in 1579. 

The Bay of San Francisco was first 
sighted by Don Gaspar de Portola 

watch for Portola on the MBA spe- 
cial train) from its southern hills in 
1769; but the name of San Francisco 
was given nearly a century before, 
in 1603, by Viscaino to the Gulf of 
the Farallones which he mapped as 
“Bahia de Puerto de San Francisco.” 
The Presidio, and San Francisco Mis- 
sion dedicated to St. Francis of Assisi, 
were founded by Col. Juan Bautista 
de Anza in 1776. The colony on the 
cove was known as Yerba Buena but 
was christened San Francisco in 1847. 

Originally a colony of Spain, then 
part of the Mexican Republic, San 
Francisco came under the jurisdic- 
tion of the United States July 9, 1846 
when Capt. John B. Montgomery of 
the USS Portsmouth landed near 
Yerba Buena Cove and took posses- 
sion. 

The real impetus to San Fran- 
cisco’s growth came, of course, in the 
years immediately following discovery 
of gold by John Sutter on January 
24, 1848. 

Che plush and gilt, the gaudy opu- 
lence of those early days have per- 
sisted to the present. Opera, theater, 
the arts, restaurants specializing in 
exquisite cuisine grew out of the 
wealth which gold and trade and 
settlers from all over the world 
brought to the mining camp. 


Completion of the Panama Canal 
brought the whole Pacific Coast and 
its leading seaport of San Francisco 
as close to the Atlantic seaboard com- 
mercially as Chicago and other Mis- 
sissippi points. 

International Expositions in 1915 
and again in 1939 and 1940 focused 
world wide attention on the city. San 
Francisco became the birthplace ol 
the United Nations from April 25 to 
June 26, 1945 when the United Na- 
tions Conference on _ International 
Organization was held in the San 
Francisco Opera House. And now 
the treaty ending the war with Japan 
is being signed in San Francisco just 
before our Convention. 


WESTERN HOUSING 
(Continued from page 26) 
introduce or probably reintroduce 
might be a better term flattop 
houses. It hasn’t been easy. When he 
started back in 1947, he found FHA 
wanted no part of a flattop design. 
Sure, it would mean cheaper con- 
struction, but such a house wouldn’t 
please the public and would be a 
very poor mortgage risk. Finally, he 
concluded that the only way he could 
ever disprove this is to get some built. 
He started, but the neighbors in the 
area became pretty upset about it. 
Finally, a customer came along and 
thought it was just what he would 
like. He bought it. Later the neigh- 





Historic old Mission Dolores, deeply 
rooted in San Francisco’s past. Founded by 
Spanish friars, it is a living monument to 
the city’s colorful development. 


bors changed their minds and so did 
FHA. He showed one and all that 
what he had done was build a house 
for about 20 per cent less. 





>> 1951 EXHIBIT: MBA’s annual 
exhibit this year will be about evenly 
divided between companies which will 
be displaying services and products 
having to do with mortgage servicing 
and those for the home. The exhibit 
isn’t as large as in previous years be- 
cause space limitations prevent it but 
the companies which will be repre- 
sented are among the most successful 
ir the country. There isn’t a one 
which doesn’t have something to in- 
terest everyone in the mortgage in- 
dustry. The registration desk will be 
right in the center of the exhibit hall 
and members will find it convenient 
to inspect all exhibits. Tuesday morn- 
ing for most members will be con- 
venient to look them over. 


Wherever you are in San Francisco you'll be conscious of the bay and the sea which is 


the gateway to the vast Pacific world beyond. 
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Random Notes bout 


>> ANNIVERSARIES: This is an 
anniversary year for MBA. It’s the 
20th for Secretary George H. Patter- 


son with MBA (see page 3) and the 
10th for the Mortgage Bankers Le- 
gion, organized back in 1941 by the 
late L. E. Mahan of St. Louis. This 


Legion, principally social in character, 
was created to provide a medium for 
members who had served a term on 


governors to continue 


the board of 


getting to- 


gether. There’s 
no president 

the Grand Mar- 
shal is the chief 
officer. Present 
Grand Marshal 
is John H. Scott 
of Pittsburgh. Others who have held 
the post are William A, Clarke, 1949, 
Philadelphia: William L. King, 1948, 
Washington, D. C.; Joseph M. Miller, 
1947, New Orleans; G. Calvert Bowie, 
1946, Washington, D. C.; G. H. Gal- 
breath, 1945, Tulsa; F. C. Waples, 
1944, Cedar Rapids, Iowa; R. O. 
Deming, Jr., 1943, Oswego, Kansas; 
the late Mahan, St. 
l'rezevant, 





Lawrence E. 
Louis; and Stanley H. 
1941, Memphis. 

It’s also 
the annual Distinguished 
Award. This achievement recognition 
was first given in 1942, and ten MBA 
members have won it since that time. 
Che first to receive it was William A. 
Clarke in 1942, Others who have been 


an anniversary of sorts for 
Service 


named are William L. King, 1943; 
G. Calvert Bowie, 1944; the late 
Frank J. Mills, 1945; S. M. Waters 


and Miller B. Pennell, jointly in 1946; 
James W. Rouse, 1947; Milton T. 
MacDonald, 1948; Aubrey M. Costa, 
1949: and George H. Dovenmuehle, 
1950 


>> GET-TOGETHERS: As has been 
traditional for MBA annual meetings 
for many years, many member firms, 
particularly institutional investors, will 
utilize the convention week as an op- 
portunity to business associa- 
tions and get together with their cor- 
respondents. Realty Mortgage Com- 


Houston reception 


renew 


pany of has a 
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Tuesday afternoon, September 11. 

Connecticut General Life Insurance 
Company has a luncheon for its cor- 
respondents Wednesday, and Metro- 
politan Life Insurance Company has 
a reception that evening as does the 
lile company officers and employees 
with their annual Dutch treat party. 

Che traditional maple syrup break- 
fast of National Life Insurance Com- 


pany, Montpelier, Vermont, is 
scheduled for Thursday morning. 
Thursday evening, H. J. Ludington, 


Inc., Home Life Insurance Company, 
Mutual Benefit Life Insurance Com- 
pany, and New York Life Insurance 
Company are holding receptions. At 
the same time is the reception which 
the Republic Insurance Company of 
Dallas will give in honor of Aubrey 
M. Costa, who is a director of the 
institution. Chase National Bank of 
New York is among the institutions 
which will maintain hospitality suites 
during the convention. 


>> AVOID CONFUSION: Members 
will avoid confusion if 
they will keep in mind a few impor- 
tant the San Francisco 
convention: 

> All sessions are held at the Mark 
Hopkins in the Peacock Court on the 
ground floor, and the entrance is 
through the Exhibit Hall. 


unnecessary 


facts about 


> All of the committee meetings, and 
practically all of the social events, are 
scheduled for the Fairmont, directly 
across the street. 


> You cannot expect to find everyone 
attending the convention at the two 
Nob Hill hotels, the Mark Hopkins 
and the Fairmont, because the MBA 
group is housed in practically all of 
San Francisco’s leading hotels. With 
about two exceptions, each one is 
close to Nob Hill and all except one 
can be reached by cable car. Hotels 
where you will find our groups are 
the Mark Hopkins, Fairmont, Hunt- 
ington, St. Francis, Sir Francis Drake, 
Palace, Clift, Whitcomb, Drake Wil- 
shire and Plaza. 


>> ALL ABOARD! Well over 250 
members and wives will be aboard the 
big special train when it pulls out of 
Chicago at 1! 
o’clock Friday 
morning, Sep- 
tember 7. It 
include 

15 Pull- 
vista 


will 
about 
mans, a 
dome car, and 
two diners. 





It will take one of the most scenic 
routes to the Coast, over the Burling- 
ton-Denver Rio Grande-Western Pa- 
cific lines. Members wil! see Colo- 
rado Springs, will stop for a tour of 
Salt Lake City and luncheon, see the 
Royal Gorge, the Canadian Rockies, 
and stop over at Elko, Nevada, a typ- 
ical western town of pioneer days. If 
members are so disposed they can 
look in on the casinos and act ac- 
cordingly. Then on down the mag- 
nificent Feather River Canyon to San 
Francisco. 

Let it be noted now that every 
member aboard who will be taking 
pictures on the tour is hearby ap- 
pointed a staff photographer for THE 
Mortcace Banker. There are untold 
picture possibilities on the tour and 
we hope members will not miss an 
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opportunity. Be sure to include peo- 
ple in every shot and get the proper 
identifications as to who they are, the 
firms represented, and the city. THE 
Mortcace BANKER will publish in its 
November issue as many good pic- 
tures as it receives—with proper credit 
to the photographer. But remember: 
enjoy the scenery but in your photos 
don’t overlook people. There ought to 
be lots of good candid camera shots 
aboard the special. 


>> HISTORIC EVENT: The very 
early arrivals in San Francisco will 
see the tail end of an historic event 
that is taking place in the city Sep- 
tember 4-8—the formal signing of the 
Japanese Peace Treaty, with the four- 
teen nations which were at war with 
that country participating. The treaty 
terms have already been agreed upon 
by these nations with the exception of 
Russia, and the events in San Fran- 
cisco are more in the nature of a 
ceremony than a discussion of points 





PERSONNEL 


SEEKS CONNECTION 
Executive in early forties desires con- 
nection with conservative mortgage bank. 
Sensible reason for wishing to make change. 
Record will stand closest scrutiny. Top 
salary expected. Box 226, Mortgage Bank- 
ers Association of America, 111 West Wash- 


ington St., Chicago 2, IIl. 











POSITION WANTED 

June graduate, Indiana University. Real 
estate major, desires connection for train- 
ing in mortgage loan department of in- 
surance company or large mortgage com- 
pany. Age 25, draft exempt. Write Box 
229, Mortgage Bankers Association of 
America, 111 W. Washington St., Chicago, 
Ill. 

MORTGAGE LOAN 
EXECUTIVE AVAILABLE 

Will the head of your Mortgage Loan 
Department retire in a few years? Col- 
lege and law school graduate, over twenty 
years’ diversified executive experience orig- 
ination, processing, servicing, buying and 
selling, all types housing and commercial 
mortgage loans, desires opportunity to be- 
come head Mortgage Loan Department of 
Insurance Company, Bank, or Mortgage 
Company. Institutional experience last ten 
years with large Insurance Company New 
York City. Prepares and submits recom- 
mended loans to Trustees’ Real Estate and 
Mortgage Committee. Has managed Re- 
gional Offices of Insurance Company in 
North, South, East and West of United 
States, and developed Correspondent sys- 
tem. Formerly managed Mortgage Com- 
pany as Correspondent. Resume of ex- 
perience and references on request. Write 
Box 231, Mortgage Bankers Association of 
America, 111 W. Washington St., Chicago 
2, Til. 


at issue. The formal signing will be 
Saturday, September 8, in the Vet- 
erans Building of San _ Francisco’s 
Civic Center. Members who may 
have felt a little concern about their 
hotel reservations need not worry, the 
San Francisco Convention and Tour- 
ist Bureau advises. State Department 
has contracts for various rooms in San 
Francisco through September 8, with 
departure on the 9th. The large U. S. 
delegation is housed at the Palace. 
It is not expected that there will be 
any conflict. 


>> WHAT TO WEAR: Many wives 
of members who will be attending 
the convention have 
San Francisco but have heard a great 
deal about the city’s wonderful cli- 
mate. September in San Francisco is 
generally fair and cool, but there is 
always a possibility that we may run 
into a “spring-like” day (this de- 
scription from the Convention and 
Tourists Bureau). San 
women usually wear suits and top- 
coats the year ’round, and fur coats 
are rather common in September. We 
told 
that white shoes, and similar resort 
wear, are almost San 
The late afternoons and 
evenings are With 
this as a background, ladies can plan 
accordingly. 


never been in 


Francisco 


are to officially warn women 


never seen in 
Francisco. 


generally cool. 


>> THE PRESS: The National As- 
sociation of Real Estate Editors, 
which usually holds a meeting at 
MBA’s annual convention, has sched- 
uled one for Wednesday noon, Sep- 
tember 12, at the MBA Press Room, 
according to an announcement by 
Ernest A. Baumgarth, real estate edi- 
tor of The Detroit News. 


>> RIGHT BEFORE US: Just as 
MBA moves into San Francisco an- 
other annual get- 
together. Fire In- 
many 


closes its 
It’s Paramount 
surance Company in which 
MBA members have been active since 
organization. Now a part of Pacific 
National Fire Insurance Company, 
the group will conclude several days 


group 


of meetings and festivities on Monday 
afternoon prior to the MBA opening 
Tuesday. 


>> HE WENT EARLY: Earliest 
Convention-goer this year seems to 
have been Oliver M. Walker of Wash- 
ington who about August Ist loaded 
a station wagon with his family (and 
just about everything else, he said) 
and headed West. They’re touring 
now and will wind up in San Fran- 
cisco in time for the opening. 


>> WHO's COMING? You'll learn 
that when you get the advance regis- 
tration list compiled up to and in- 
cluding August 20th. There should 
be well over 1400 names on it. Lists 
for those registering since then will 
be issued from time to time. 


It’s a_ ladies’ 
The ad- 
vance list will show more than 400. 
Two special events are planned for 
them, the luncheon and style show 
and the motor and bus tour both of 
which are included in their registra- 
Then of course they will 


>> DISTAFF SIDE: 


convention as never before. 


tion fee. 
be a very necessary part of the buffet 


dinner on Thursday evening. 


Appropriately enough, the week of 
our San Francisco Convention 
responds to National Home Week. 


cor- 





930 E. SPEEDWAY 





HAVE YOU CONSIDERED 
ARIZONA? 


FOR MORTGAGE LOANS 


We now represent several 
insurance companies 


complete servicing facilities 


MORTGAGE AND INVESTORS CORP. OF ARIZONA 


TUCSON, ARIZONA 
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Longer Life - Peak in Mortgages 


Items of Interest in Research and Statistics 


>? WE'LL LIVE LONGER: Babies 
the U. S. 
pected, on the 
age 68, compared with age 47 for 
fifty but the 
middle or later life has a 
additional 


born in today may be ex- 


average, to live to 


those born vears ago, 
person in 
small 


life. 


relatively expecta- 


tion of 


This the 
Life Insurance in analyzing the mor- 


comes from Institute of 
tality and longevity trends of the first 


half of the century 


“The greater strides towards longer 
life have been made at the younger 
ages and the most direct result is that 
the nation is rapidly building up a 
larger proportion of middle aged and 
aged persons, rather than adding any 
years to later life.” 


great number of 


[wo of the major trends that have 
the 
today, compared 


contributed to 
tion of life 
1900. are: 


greater expecta- 


with 


>? Drastically 


infancy and childhood. 


reduced death rate in 


>> Greater decline in death rate 
among women than among men. 
These gains have been brought 


about by the strides of the past 50 
years in medicine, surgery and phar- 
maceuticals. 

The 


been 


birth 
than 
century. 

this 
reach 


of life at 
increased by more 
this half 


babies 


expectation 
has 
years in 

100 


may 


twenty 
Out of every 
some %6 
school starting age, compared with 
the fifty 


born 
veal expect to 


29 


82 among babies of years 


ago 


While the life expectaticn at birth 
is up more than 40 per cent in the 
half century, at age 20 the gain is 
less than 20 per cent. And for 
of the vears of life after that, the in- 
about 


most 


crease in longevity has been 


12 per cent to 18 per cent. 


Women have added three and one- 
half years more to their expectation 


of life than have men over the half 
century. While female babies have 
an outlook today of some 22 years 
more than fifty vears ago, the male 
infants have an outlook of 18 years 
more. In 1900, women and men 
could expect 48 and 46 years from 


30 


birth, respectiveiy; in 1948 the figures 
had risen to 70 and 65, respectively. 


>> MORTGAGE DEBT: Last vear 


was the biggest on record—mortgage- 


wise. Continuing its unbroken rise 
since 1944, outstanding home mort- 
gage debt of the United States 


reached a total of $46,900,000,000 at 
the end of 1950, according to the 
Home Loan Bank Board. The study 
covers mortgages on one-to-four fam- 


ily non-farm homes only. 


The $7,800,000,000 expansion was 
the largest annual increase on record 
nearly double the rise in 1949, and 
almost triple that for the entire pe- 


riod 1933 through 1941. 


Each of the major types of mort- 
gage lenders established a new peak 
level in loan portfolios at the end of 
1950. Savings and loans continued as 
the largest holder of the debt, with 
29 per cent of the total. This com- 
pares with 25 per cent for individuals 


and miscellaneous lenders and 20 per 
cent for commercial banks. 

Life companies held 18 per cent of 
the total, which represented an m- 
crease of two-fifths in their holdings 
during the year. Mutual savings 
banks increased their portfolios by 
21 per cent. 

New home loans made during the 
totaled $16,000,000,000—45 per 
above the amount loaned in 
1949 and also a record figure. Sav- 
ings and loans accounted for $5.,- 
237,000,000 of this amount, or about 
one-third. Individuals and miscel- 
laneous lenders reported about one- 
fourth of the 1950 lending activity, 
while commercial banks loaned 21 
per cent of the total. 


year 
cent 


The report predicted that for 1951 
the lending total will be below that 
of the previous year. Indications are 
that the mortgage debt will 
increase during 1951 but at a much 
rate than in the pre- 


home 


more moderate 
vious year. 

The table on this page shows the 
estimated total debt at the close of 
1950 and 1949 and its distribution 
among lenders. 











U. S. HOME MORTGAGE DEBT 
Amounts in millions of dollars) 
One-to-four family non-farm homes 
% of 
Amount Total 
Type of Mortgagee 1950p 1949 1950 
Savings and loans associations. . 913,725 $11,616 29 
Life insurance companies 8,392 5,970 18 
Mutual savings banks ......... 3,850 3,190 8 
Commercial banks Pavkints 9.464 7,941 20 
Home Owners’ Loan Corporation. . 10 231 - 
Individuals & miscellaneous lenders... 11,500 10,160 25 
Total . $46,491 $39,108 100 
p—preliminary 


























SOUTHERN MORTGAGEE DESIRES 
TO PURCHASE SERVICING 


Well-staffed mortgagee desires outright purchase of servic- 
ing which could include fixtures, affiliated Insurance Agency 
or any associated investments in connection with company 
for sale. Should you desire immediate action in this regard, 
write Box 228, Mortgage Bankers Association of America, 
111 W. Washington St., Chicago 2, Illinois. 
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JOHN F. AUSTIN, JR. 
HEADS HOUSTON MBA 


John F. Austin Jr., president of T. 
J. Bettes Company, has been elected 
president of the Houston MBA. 

Wade B. Barnes was elected first 
vice president; Robert W. Drye, sec- 
ond vice president; and P. J. O’Con- 
nor, secretary-treasurer. 

Directors elected include Jerome L. 
Howard, Raymond Holland, A. P. 
Kingborn, Julian Keith, G. D. Mul- 
loy, Alfred L. Raney and H. L. Ho- 
dell Jr. 


CHICAGO MBA ASKS VA 
AND FHA RATE BOOST 


Growing appreciation of the fact 
that all other costs of credit cannot 
be moved up with FHA and VA in- 
terest rates left frozen at the old level 
is reflected in the increased activity 
mortgage and others 
are showing in an effort to seek an 
increase. The Chicago MBA is urg- 
ing the HHFA, and the Illinois sen- 


to seek an 


which groups 


ators and congressmen 
increase of one-quarter per cent for 
FHA loans and a half of one per cent 


for VA loans. 


Delmar Beaumont, Association 
president, told the legislators that the 
“present program of the Federal Re- 
serve Board has eliminated the avail- 
ability of funds for the purchase of 
mortgages by institutional investors 
higher yields the 
dropping of the pegged price on gov- 
ernment bonds. Institutional investors 
seeking 
higher interes: rates than can be se- 
cured in purchasing VA and FHA 
loans. on ail types of 
up along with 
government bond returns; therefore, 
the VA and FHA loans 


has practically dried up. 


because of and 


today are investments at 


Interest rates 


securities have gone 


market on 


“It is the feeling of this Association 
and others that the rates should be 
VA 4 to 4% 
per cent and on FHA loans from 4% 
to 44% per cent. The veteran is not 
so much concerned with the interest 
rate as he is with his ability to se- 
cure VA or FHA financing, because 
the increase in interest is insignifi- 
cant. The monthly interest and prin- 
cipal payment, for example on an 
$8,000, 25-year, 4 per cent loan is 
$42.23, and the same loan on a 4% 


raised on loans from 


M. J. MITTENTHAL NAMED 
NEW HEAD DALLAS MBA 


UMMER outings are traditional 

for most local mortgage associa- 
tions and this year Baltimore MBA 
O. Holly- 
day’s home near the city for theirs. 
The Association’s officers this year 
No. 1) are, left to right, Churchill 
Carey, The Moss-Rouse Company, 
vice president; Charles Morrison, 
Equitable Trust Company, president; 
and Walter Koppelman, Jr., secre- 
tary and treasurer. In No. 2 you 
see the host, Mr. Hollyday, former 
MBA president and president of 
the Title Guarantee Company, and 
W. Burton Guy, president, W. Bur- 


members went to Guy T. 


ton Guy & Co. and head of Balti- 
more’s Real Estate Board: and in 
No. 3 you see the group at—as our 


“the 
Forty-five were on 


reporter phrased it source of 
supply.” hand 
for the outing which featured music, 
soft-ball, juleps and steaks. 

Dallas MBA has new officers. Left 
to right, No. 4, they are J. Herman 
Little, J. Herman Little Company, 
secretary-treasurer; M. J. Mitten- 
thal, N. E. Mittenthal & Son, presi- 
dent; and Everett Mattson, vice pres- 
ident, T. J. Bettes Company, Dallas 
office, vice president. 


per cent rate is $44.48 
ence of $2.25 a month. Veterans are 
unable to obtain housing today be- 
their inability to 
They would be better served 
if they could purchase or construct 
homes and obtain adequate financ- 
ing, which do 
present market conditions.” 


only a differ- 


cause of secure 


loans. 


they cannot under 

















































FHA Should Be Reorganized 


SAYS 


MELCHOIR PALYI 


Economist says it should be done on “business-like” basis 


T HAPPENED in May, 1951, and 

it should be remembered as a rare 
celestial phenomenon: that a money- 
disbursing branch of the government 
went into liquidation. I mean, of 
course, the HOLC which has sold its 
mortgage portfolio of several billions 
of dollars to private interests and 
voluntarily closed its own doors. 


That was the logical thing to do; 
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there is no place in a boom for a 
government institution, the sole pur- 
pose of which was to provide credit 
for distressed home owners during a 
severe crisis. That is how depression- 
born institutions should fold up—if 
economic logic would prevail. 
It certainly does not, as shown by 
the case of the RFC. 
(Continued page 35) 
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MORE NEW MBA MEMBERS 
THIS YEAR THAN EVER 


ESPITE the 


tions within the mortgage indus- 


“changed” condi- 


try, despite the defense emergency and 


many other conditions which might 


exerted an adverse influence, 


MBA 


headed by 


have 
membership cam- 
paign Whatley 
of Jacksonville, Fla., topped those of 
with 


this vear’s 


Brown L 
any previous year. As of now 
days left in the Association’s 


ap- 


several 


vear ending on August 31, new 
plications received total 273 as against 
Total 


membership now stands at 1661, high- 


231 at the same time last yea 


est in the organization’s history, as 
compared with 1463 at this time last 
veal 

MBA membership campaigns within 
recent years have been rather aggres- 
Che 1950-51 effort 
opened almost immediately after the 


sive undertakings. 


Detroit Convention and never let up 
for a moment. Mr. Whatley attributes 
to the fact that 
individual committee members worked 


the success this year 


hard and consistently on the drive. 
‘he new members admitted repre- 
sented no one section of the country 


or any one class of members. 

Che Members Qualifications Com- 
mittee had an active job on its hands 
this 
Not 


any 


year screening all applications. 


every application presented by 
means was accepted. All were 
carefully analyzed as to the extent of 
participation in the mortgage lending 


industry 


New members admitted include: 
ARIZONA 
Western States Mortgage & Investment 


Corporation 

}1 West Jefferson Street, Phoenix 
CALIFORNIA 

Ross and Son 
1818 M Street, Bakersfield 
Southland Mortgage Corporation 
9414 Wilshire Blvd., Beverly Hills 
Metropolitan Mortgage Company 
5963 Wilshire Blvd., Los Angeles 


DELAWARE 
Farmers Bank of the State of Delaware 
Sth and Shipley Streets, Wilmington 


DISTRICT OF COLUMBIA 
McLachlen Banking Corporation 
10th and G Street, N. W 
Washington, D. (¢ 


FLORIDA 
Miller & Sethness 
227 S. E. First Avenue, Fort Lauderdale 
American Title & Insurance Company 
202 Florida Theatre Bldg., Jacksonville 
Atlantic National Bank of Jacksonville 
121 Hogan Street, Jacksonville 
W. M. Mason & Company 
P.O. Box 4908, Jacksonville 
James S. Simons 


143 S. Pineapple Avenue, Sarasota 
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GEORGIA 
South Side Atlanta Bank 
1713 Lakewood Avenue, S.E., Atlanta. 


IDAHO 
First Security 
Association 
Boise 
First Security 
Association 
Pocatello 


ILLINOIS 
Ward Farnsworth & Company 
135 South La Salle Street Chicago. 


IOWA 
lowa Securities Company 
609 Kahl Bldg., Davenport 
KANSAS 
State Investment Company 
109-111 East Kansas, McPherson 


MISSOURI 
City-Wide Mortgage Company 
7209 Troost Street, Kansas City. 
M. A. Rust & Sons Realty Company 
816 Chestnut Street, St. Louis. 


NEBRASKA 
Guarantee Mutual Life Company 
1805 Douglas Avenue, Omaha. 
The Live Stock National Bank of Omaha 
$840 S. 24th Street, Omaha. 
United Benefit Life Insurance Company 
Farnam at 33rd Street, Omaha. 
H. A. Wolf Company, Inc. 
1704 Douglas Street, Omaha. 
NEW JERSEY 
Che Joseph J. Garibaldi Organization 
77 River Street, Hoboken. 
Che Union Center National Bank 
Morris Avenue, Union. 
NEW YORK 
Union Square Savings Bank 
20 Union Square, New York City. 
rENNESSEE 
Ray Real Estate Company 
206 First National Bank Blde., Athens. 
Milligan-Reynolds Guaranty Title 
Agency, Inc. 
722 Cherry Street, Chattanooga. 
litle Guaranty & Trust Company 
617 Walnut Street, Chattanooga. 


Bank of Idaho, National 


Bank of Idaho, National 





WASHINGTON 

Abshire’s 

1314 Cornwall Avenue, Bellingham. 

Mortgage Guaranty Company 

622 Dexter Horton Bldg., Seattle. 

Hege Company 

Ist at Wall, Spokane. 

State Mutual Life Assurance Com- 
pany of Worcester, Mass., announces 
the appointment of Martin C. Brooks 
as assistant treas- 
urer and manager 
of mortgage loan 
department to 


fill the vacancy 

caused by the 

resignation of 

Charles E. Bald- 

win, Jr. to become 

treasurer of New 

Martin C. Brooks York Life Insur- 
ance Co. 

Mr. Brooks is a native of New 

York. From 1924 to 1931 he was 


associated with Bonbright & Co., Inc. 
in the purchase and analysis of securi- 
ties underwritten by this financial 
house. In 1931 he went with the 
Home Title Guaranty Company 
where he worked on real estate and 
mortgage problems. He joined the 
State Mutual in 1938 as an associate 
in the mortgage loan department. His 
experience in the financial field also 
includes three years with the Mort- 
gage Conference of New York, a co- 
operative organization formed by the 
insurance companies and savings 
banks to take cooperative action rela- 
tive to mortgage loan and real estate 
business in New York. 











Brokers ! 


New England Office: 


Philip C. O'Connell 
340 Main Street 
Worcester, Mass. 











Huntoon, Paige & Co. 







n F. H. A. 
Insured and 

v. A. Guaranteed 

Mortgages 


44 Wall Street, New York 5, N. Y. 
Whitehall 3-5866 









Pacific Coast Office: 


R. Richard Huber 
141 El Camino 
Beverly Hills, Calif. 

















The Mortgage Banker for September, 1951 


What Mr. and Mrs. America 
Want in Their House 


Their changing preferences and tastes 
show up in this recent survey by HHFA 


HE houses that America builds 

represent the kind of house that 
Americans want —and they’re the 
same houses that lenders will finance. 
What sort of taste has the American 
today? HHFA went 
facts and here 


homebuilder 
looking for the 
some of them: 


are 


>> Almost nine-tenths of the single- 
family detached houses built in the 
United States during the first half of 
1950 were one-story homes. 


>> An estimated two-thirds of all 
new houses had no basements. 


>> About half had just four rooms, 
not counting bath. 


>»? Average floor space was less than 
1,000 square feet. 


These and other striking character- 
istics of recently-built houses, includ- 
ing figures showing the rapid swing 
away from coal as a home-heating 
fuel, are disclosed in the HHFA sur- 
vey. The study was made to deter- 
mine the amounts and kinds of ma- 
terials and equipment used in the 
construction of American homes. 

The survey showed a precipitous 
drop in the use of coal as a fuel in 
new houses, and significant increases 
in the use of gas, oil, and electricity 
as house-heating fuels. Among single- 
family detached houses built during 
the first half of 1950, considerably 
less than 5 per cent used coal-fired 
heating equipment, while nearly 60 


per cent used gas-burning heating 
equipment, and about 30 per cent 
were heated with oil. <A_ residual 


fraction had no central heating sys- 
tems. 

Though figures from the FHA 1940 
Analysis of Materials Quantities are 
not altogether comparable they do 
show the general character of trends 
in heating equipment use during the 
past decade. The 1940 analysis es- 
timated that about half the 
single detached houses built during 


new 


that period used gas-fired heating 
equipment, while about 38 per cent 
used coal or wood, and 13 per cent 
used oil. 

The use of electricity to heat new 
houses provides an important foot- 
note to the future. Though the per- 
centage of all houses using electricity 
was small—just one 
per cent—its ascendance in the South- 
east is significant. In that region 
alone, which does not include Flor- 
ida, 8 per cent of the single detached 
houses built during the first half of 
last year heated entirely by 
electricity. This appears to indicate 
that where electric rates are espe- 
cially low and the climate is mild, 
heating by electricity moves from the 
experimental to the practical. 


for heat very 


were 


Frown on Climbing Stairs 


A considerable increase in the use 
of copper tubing and piping for in- 
terior water systems was shown by 
the survey, which yielded the follow- 
ing estimates for single-family de- 
tached houses built during the first 
half of 1950: More than 50 per cent 
used galvanized steel piping, about 15 
per cent used copper or brass piping, 
and about 30 per cent used copper 
tubing. For comparison with 1940- 
built houses, the FHA Analysis pro- 
duced these estimates: 70 per cent of 
the houses covered used galvanized 
steel piping, about 20 per cent used 
copper, and about 9 per cent used 
brass. 

An estimated 86 per cent of the 
houses covered by the 1950 survey 
were one-story homes, while the re- 
mainder were one-and-a-half or two- 
story. The FHA 1940 analysis dis- 
closed that of new houses of the same 
type built in that year, 67 per cent 
were one-story dwellings. The cur- 
rent predominance of the one-story 
house among new single-family de- 
tached residences represents the con- 
tinued trend toward the “ranch type” 
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or “rambler” house. In 1950, at 
least among FHA-insured houses, 
new construction of 1% and 2 story 
houses was almost non-existent in 
Southern California, Arizona, and 
New Mexico, and was relatively 
scarce in the Gulf and Southeastern 
states and the Rocky Mountain area. 
Houses of more than one story were 
built most frequently in the North- 
east and Great Lakes states. 

Full basements were provided in 
only an estimated 36 per cent of the 
single-family detached houses built 
during the first half of 1950. Virtu- 
ally all the rest had no basements, 
showing the shift toward crawl-space 
and slab-on-grade construction. The 
1940 FHA analysis showed slightly 
more than half of single detached 
houses built at that time had base- 
ments. Among the FHA portion of 
the total single-family residences built 
during the first half of 1950, prac- 
tically all those in Florida were base- 


mentless. This type of house was 
prevalent also across the South from 
Louisiana through Texas and up 


through the Rocky Mountain states. 
Houses with basements were concen- 
trated primarily in the Northeast, 
Northcentral, and Midwest states. 
During the first half of 1950, the 
survey revealed, just about half of 
all single-family dwellings built in the 
United States contained four rooms, 
not counting bath. Virtually all the 
rest had either five or six rooms, with 
five-room houses outnumbering six- 
room dwellings substantially. Again, 
using the FHA analysis for limited 
comparison, this represents a con- 
siderable shift in the past decade: In 
1940, some 22 per cent of new single 
detached houses were four-room 
structures, while five-room residences 
accounted for nearly half of the total 
built. In the first half of 1950, the 
typical four-room house was built to 
include two bedrooms, living-dining 
room, kitchen and bath. Among 
those financed with FHA-insured 
loans, there more five-room 
houses built than any other kind in 
Florida and the Pacific Coast states. 
The average 1950-built house had 
about 980 square feet of floor area. 
This figure covers ail single-family 
detached dwellings built during the 
first six months of the year. For one- 
story homes only, the average was 
about 940 square feet; for one-and- 
a-half and two-story detached dwell- 


were 
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ings it was an estimated 1,250 square 
feet. Compared to 1940 FHA analy- 
sis figures, this amounts to a consider- 
able reduction in new house size. In 
that vear a decade ago, the overall 
average for detached dwellings was 
slightly more than 1,100 square feet. 
The average one-story house at that 


time was about 1,000 square feet in 


area, while the average for one-and- 
a-half and 2-story houses was esti- 
mated at about 1,500 square feet 
In 1950 larger than average houses 


were built principally in the South, 
Southwest Pacific 
ippears generally 


and Coast states 
In these areas, it 
that 


heating is often unnecessary goes into 


money saved because central 


expanding the structure 
WENZLICK SAYS 


page 19 


a percentage 


Continued from 


I would rent it out on 


lease, but I wouldn’t sell. If I owned 

good location in the suburbs, a logi- 
cal shopping center, I wouldn’t sell. 
I consider those investments. 
\ great 


| considet 


good 


deal of intermediate retail 


space, poor investments, 
We have 
a period in which we have 
the 
dising we do per square foot of space 


We are 
per square foot than ever in the past, 


for this reason just come 


through 
merchan- 


intensified amount of 


doing a far greater amount 
due to modern merchandising meth- 
ods. At the have a 


tremendous 


same time we 


amount of store space 
We have been able to maintain it so 
far because of boom conditions, but 
my thought is that we have overbuilt 
store space. When you overbuild, it 
is not the good that is going to suffer 
so much; it is going to be the bad. 
If | owned a lot of these intermediate 
retail locations, where there wasn’t 
sufficient parking space, I would get 
rid of them. 

>>? ON MORTGAGES: I wouldn't 
present 


I be- 


lieve we are going to pretty well work 


worry too much about our 


flurry in the mortgage market. 
out of this whole mortgage situation 
by the 
We have got indigestion right now in 


middle or end of next vear 


the whole real estate and construc- 


tion mortgage field. Indigestion, as a 
reneral thing, is a temporary disease 
It is not chronic in most cases, and I 
don't believe it will be here. You are 
yoing to be in a state of turmoil most 
It is 
roing to affect all types of mortgages, 


~ this year on your mortgages. 


but I think over a period of time you 


ire going to see this work itself out. 
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>> ON THE FUTURE: We have 
estate boom, the big 
part of it anyway. The only opti- 
mistic picture from the standpoint of 


had our real 


real estate—otherwise, it is very pes- 
simistic—is the fact that our money 


is decreasing in value, and probably 


— EE... eee 
SECOND LARGEST 
U. S. CITY? 

"I forecast that within the 
next ten to twenty years the 
metropolitan district of Los 
Angeles will surpass the metro- 
politan district of Chicago, 
making Los Angeles the second 
largest metropolitan area in the 
country. 

"The rate of growth of the 
Chicago Metropolitan Area, 
starting one hundred years ago, 
was 305 per cent faster than 
the average of all metropolitan 
areas. It bas constantly gone 
downbill until in the last ten 
years, it grew 35 per cent slower 
than the average of all metro- 
politan areas. 

“In contrast, the metropolitan 
area of Los Angeles, in the last 
ten years, grew 135 per cent 
faster, and is not too far behind 
Chicago. 

“In the next ten or twenty 
years, Los Angeles is going to 
pass Chicago and become the 
second largest metropolitan area 
in the United States.” 

—Roy Wenzlick 


i ee 


will continue to decrease. That is the 
only favorable factor I can see. Now, 
with the picture as it exists today, 
my policy would be that if 1 owned 
real estate, I would own it as nearly 
100 per cent as I could. I certainly 
wouldn’t get a slim equity. If you 
can free and clear, you are 
going to sleep pretty well regardless 
of what happens in the period ahead. 
If you don’t, you may spend some 
sleepless nights a few years from now, 
and you might be sorry that you had 
the real estate. 

[ wouldn’t be adverse to picking 
up some good rental properties, if 
I could get them at a figure that 
looked reasonable; on the other hand, 
I am pretty much opposed to the ac- 


own it 


cumulation of much vacant land suit- 
able for building. In my opinion, in 
the period ahead, vacant land suit- 
able for building will not increase in 
enough to offset interest 


price tast 


and taxes. 


MORTGAGE OUTLOOK 
(Continued from, page 10) 


I believe that, in most cases, the offi- 
cers charged with the duty of man- 
Amortization of their mortgage port- 
folios should run at the rate of close 
to | billion dollars a year, and that 
amount of money, plus some part of 
any increase in deposits, will prob- 
ably seek investment in mortgages. 
The latest figures show that the de- 
posits of the nation’s savings banks 
increased 372 million dollars in the 
first half of this year and that 163 
million dollars of this increase took 
place in June. As a matter of fact, 
from June 30th, 1950 through March 
3lst, 1951, the savings banks 
showing very little growth in deposits 
and most of the increase for the year 
has taken place in the last three 
months. The people of the country 
seem to have gotten over their infla- 
tion scare and are again saving their 
money instead of adding to inflation 
by rushing out to buy automobiles, 


were 


television sets, etc. 

If the present trend toward decided 
increases in savings bank deposits con- 
tinues, I feel sure that savings bankers 
will again be seeking mortgages rather 
aggressively. It should be remembered 
that, while some savings banks already 
have a high percentage of their as- 
sets invested in mortgages, there are 
other mutual savings banks which 
still have a very low percentage of 
their total assets in mortgages. Such 
savings banks will probably be pur- 
chasers of a substantial amount of 
mortgages at the better yields now 
prevailing. 

Life Insurance Companies: Many 
life insurance companies over-com- 
mitted for mortgages during 1950 and 
the early part of this year, and have 
either withdrawn from the market or 
materially reduced their current pur- 
chases. However, many of these com- 
panies should be in the market again 
toward the latter part of this year 
and, assuming that they continue to 
let Fanny May buy most of the VA 
loans, they may find that the supply 
of FHA and conventional mortgages 
is much smaller than they now think 
it will be. It may be a long time 
before life insurance company com- 
mitments for mortgages will be made 
at the rate that such commitments 
were made during 1950, but I ven- 
ture the opinion that before the end 


(Concluded next page) 
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of the year the insurance companies 
will again be important factors in the 
mortgage market. 

I have endeavored to show why I 
feel that the mortgage market will 
advance from present levels due to the 
fact that a very much smaller supply 
will more than 
smaller demand. Of course, where I 
may have gone astray is that, while 
there may be a theoretical demand in 
the form of funds available for mort- 
investments, the officials man- 
aging those funds may still not want 
to make commitments because they 
feel that if they wait they can do bet- 
ter. When markets are weak, and 
there is no disputing the fact that the 
mortgage market has been weak, it 
is human nature to expect even lower 
prices. I believe that such a policy 
would be a mistaken one but, of 
course, it might be followed in a good 
many instances. 


offset a somewhat 


gage 


This brings me to the last point 
that I want to make which I will 
term “The Cost of Not Investing” in 
mortgages at least to the extent of 
maintaining the present percentage 
of mortgages to total assets. Let’s as- 
sume that a mutual savings bank has 
assets of 100 million dollars of which 
40 percent, or 40 million dollars, is 
now invested in mortgages. Normally, 
assuming that amortization of the ex- 
isting mortgage portfolio averages 10 
percent a this bank 
would have to buy 4 million dollars of 
mortgages this year in order to main- 
tain a mortgage ratio of 40 percent. 
If, instead of buying FHA mortgages 
now at par to yield 3.75 percent, this 
savings bank decides to buy no mort- 


year, savings 


gages for six months in the hope that 
prices will decline still further, they 
would have to buy six months hence 
at 99 just to break even. The reason, 
of course, is that their return from 
the FHA mortgages will be approxi- 
mately 2 percent a year more than the 
most liberal return that can be secured 
from investing the same funds in short 
term securities. Is it a good bet that 
six months from now FHA mortgages, 
quoted now around par, will sell at 99 


*Editor’s.note—Mr. Pringle completed this article 
July 30th and consequently, quotations for govern- 
ment bonds and for Moody's average yield obtain- 
able from Triple A corporates were those prevailing 
at the close of business July 27th. 

In the two weeks from July 27th to August 10th, 

S. Treasury 24% s of 1967-72 advanced from 97 
to 98-1/16. For two weeks, at least, Mr. Pringle 
has proved to be a fairly good prophet. 

In the same two weeks’ period, the five-year 1'/, 
per cent notes referred to in the early part of the 
article have advanced from 98 to 984% and Moody's 
average of Triple A corporate seasoned bonds show 
a decline in yield from 2.91 per cent to 2.89 
per cent. 
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or that a year from now they will sell 
at 98? I don’t think so, and if I am 
right it will certainly not be profitable 
“not to invest” in mortgages now 
provided the bank expects to invest in 
such mortgages eventually. 


REORGANIZE FHA 
(Continued from page 31) 
have a corruption-riddled RFC when 
there are ample loanable funds in the 
banks, insurance companies, etc. ? 

What. then, about the remaining 
depression-born public institutions to 
finance. insure or guarantee dwelling 
construction? Is there really a need 
for a Federal National Mortgage As- 
sociation to provide a multi-billion 
secondary market for VA guaranteed 
and other mortgages? And what, 
especially, about the FHA? Its opera- 
tions expanded more and more as 
recovery progressed, reaching an all- 
time high in the boom year of 1950. 
The total loss FHA suffered in the 
course of 16 years amounts to a negli- 
gible 0.02 per cent of the estimated 
$25 billion it has insured, covering a 
good third of all new housing. It is 
the world’s greatest single insurance 
business, our FHA, 100 per cent gov- 
ernment owned, and it is a profitable 
one, too, thanks to the ¥% per cent 
it charges as insurance premium. Bu- 
reaucracy earning good profits—an 
exceptional case. But there is more 
at stake. 

In the first place, the apparent 
profit is no profit at all, and it is 
very unsound to consider it as such. 
In fact, FHA carries a risk volume 
of around $14 billion (Va’s additional 
mortgage commitments 
about half as much) and has a bare 
$375 million in accumulated assets to 
It operates on a shoestring; 
an insurance company doing so would 
lose its license at once. But FHA can 
relying on the solvency of 
Uncle Sam, or rather on that inno- 
cent bystander, the American tax- 
payer, who would have to pay if 
anything goes wrong. In other words, 


amount to 


cover it. 


do so, 


everything is “rosey” as long as we 


But 


what if a depression should occur 


live in an inflationary boom. 


some day? 

Another consideration is more sig- 
nificant. The purpose of the depres- 
sion-born FHA was threefold: 
> To start frightened capital to move 
out of its hiding by the offer of Fed- 
eral guarantee: 





> To promote sound standards of 
mortgage lending by the rule of re- 
payment in monthly installments; and 


>» To provide home builders with that 
alleged cure-all for economic troubles 
—with Cheap Money. 

The objectives have been amply ac- 
complished. The question is whether 
mortgage insurance is still necessary 
or even desirable. If it is, couldn’t the 
financial community take care of it 
without leaning on Federal crutches? 
Surely, there should be agreement on 
one point: that wherever an economic 
function can be rationally fulfilled by 
business itself, government subsidies, 
open and concealed, should be kept 
out. 


Whether or not the mortgage debt 
structure developed under this pro- 
tective umbrella is a sound one, will 
be shown later—when the inflation 
is over. In the meantime, home mort- 
gages have skyrocketed from $18 bil- 
lion in 1939 to $38 billion at the 
beginning of 1950, and probably are 
over $45 billion at present. This is 
about 20 per cent of the annual con- 
sumer income, roughly the same pro- 
portion as in the late 1920s, the after- 
math of which still is in our memory. 
Of course, ratios are not always con- 
clusive, and the sequel need not be 
the same. But it is good to bear in 
mind that, contrary to the 1920s, our 
postwar construction of fantastic di- 
mensions proceeds under ever rising 
building costs. And it is at least doubt- 
ful whether the bureaucratic manage- 
ment of mortgage insurance still serves 
as a vehicle for rational credit control. 

It should be remembered, too, that 
the short-term debt also 
has risen to 10 per cent of the na- 
tional income. In other words, as 
consumers this nation is in debt to 
the tune of 30 per cent of its yearly 
income, and that burden is by no 
means proportionately distributed 
among the income earners. Add to 
it that every one of us has to pledge 
a good part of his earnings for Federal 
and local taxes which are a multiple 
of what they used to be. We are 
“mortgaging” up to the 
hilt, while the assets we acquire ar 
growing more and more costly. 


consumer 


our future 


Lastly, it is questionable whethe: 
we should continue the policy ©! arti- 
ficial interest rates, which tive backing 
by Uncle Sam’s own credit p:ovides, 


(Continued next pas 








an inflationary policy in the face of 
s» many other inflation hazards under 
which we labor. To one 
only, and in the real estate field, too: 
the Treasury has undertaken to guar- 
antee the housing bonds of local au- 
the first batch of $171 mil- 
lion has just appeared on the market. 


mention 


thorities; 


In short, what we need is a reor- 
ganization of the FHA putting it on 
businesslike foundations which would 
take the government out of the in- 
surance business, relieve the over- 
loaded taxpayer’s future commitment, 
and at the time 


more effective method of credit con- 


same guarantee a 


trol than we possess today 


MORE OUTLETS 
Continued from page 11) 


gage investment, it was indicated that 
the normal methods of handling a 
mortgage portfolio involved special 
operations and responsibilities which 
pension their 
agents now equipped to 
undertake. The possibility of any con- 
siderable 


officers or investing 


were not 
them in 
mortgage lending must come through 


participation by 


the creation of servicing facilities 
which, from an administrative point 
of view, would place mortgage loans 
on a parity with bonds. This is an 
obstacle and a big one but maybe 
The 
were told of actual cases of pension 
fund investment where the burden of 


servicing, along with the responsibili- 


not unsurmountable. conferees 


ties of making, and, where necessary, 
foreclosing loans was relieved in part 
or in whole. 

While appreciating the magnitude 
of the job to be done and the difficul- 
ties that may be encountered, Presi- 
dent Milton T. MacDonald is 
that a forward step has been taken 


sure 


and expects to name a committee to 
seek an acceptable method of creating 
and servicing a mortgage investment 
account for pension funds. 


rITLE VIIL FINANCING 
(Continued from page 17) 
der a line-type of assembly, con- 
struction will move rapidly and 
the first will be 
occupancy by September. 


units ready for 

Title VIII has been a step in the 
right alleviating the 
serious and pitiful housing conditions 


direction in 


existing on and near military in- 


stallations. 
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NOT VERY 
SERIOUS 











[wo fellows were playing golf, and a 
couple of women up ahead were playing 
so slowly one of the men volunteered to go 
up and see if he couldn’t arrange to play 
through. In a minute he came back, with 
“Jeepers—I wouldn't dare talk to them. 
When I got up there, I saw one of the 


dames is my wife—the other’s my girl 
friend.” 

“Lemme try,” says the other guy, who 
forthwith bustles off toward the two fe- 
males. In a very short time he, too, re- 
turned 


“Small world, isn’t it’ was his comment. 


A lady phoned a local bank with, “I’ve 
got one of those government savings bonds, 
and I want to ask somebody about it.” 


“Tell me,” said the bank official, “is it 
for conversion, or redemption ?” 
“What have I got?” asked the lady. 


“The First National Bank 
Church ?” 


or the Baptist 


A couple of little colored boys were sit- 
ting in the sun speculating on their origin, 
outlook, etc., when one of them said to the 


other: “Hold old is you?” 
“Ah’s five,” says his pal. “An how old 
is you?” 


“Ah dunno.” 

“You dunno how old you is?” 
“No, suh.” 

“Does women bother you? 
“No, suh.” 

“You's fo’.” 


A grizzled old banker who pioneered in 
a small western town was being interviewed 
on his successful career. 

Interviewer—“How did you get started 
in the banking business?” 


Old Banker—‘“ Twas simple. I put up 
a sign saying: Bank. A man came in and 
gave me $100. Another came in with 


$200. By that time my confidence reached 
such a point that I put in $50 of my own 
money.” 


A flashy little number was a witness at 
a trial, and under cross-examination. 
“What were you doing the night of June 
13?” the attorney thundered. 


She hung her head with, “Oh, I can’t 
tell you that.” 


“You must tell us,” he roared. “I re- 
peat. Where were you on the night of 
June 13?” 

The babe blushed as she answered, 


“Well, all right. If you must know I was 
home—doing a crossword puzzle.” 

The attorney's eyes popped. “Puzzle, 
eh? Is that anything to be ashamed of?” 

The babe practically lost her head in 
her plunging neckline. “I'd say it is,” she 
replied. “A number like me—wasting a 
night on a crossword puzzle!” 


Six year old Jimmy was playing quietly 
in the back yard with one of his girl 
friends when he suddenly hit her and she 
ran home crying. 

His mother came rushing outside. 
“Jimmy,” she said, “you had no right to 
hit Susie. What did she do, anyway?” 

“We were playing Adam and Eve,” 
Jimmy replied, “and she ate the apple in- 
stead of tempting me.” 


A group of married couples were sitting 
around the fire enjoying a nice quiet eve- 
ning. The subject got around to circum- 
stances under which the couples met. Fi- 
nally one of the group turned to a hus- 
band who evidently wasn’t enjoying the 
conversation too much and asked, “Who 
introduced you to your wife?” The man 
promptly came back, “We just met. I 
don’t blame anybody.” 


The young bride noticed that her hus- 
band was depressed. “George, dearest,” 
she whispered, “I know that something is 
bothering you. I want you to tell me what 
it is. Your worries are not your worries 
now—they are our worries.” 

“Oh, very well,” George said, “We have 
just had a letter from a girl in Detroit, 
and she is suing us for breach of promise.” 


Housewife: “Why should a big, strong 
man like you be out begging?” 

Hobo: “Well, lady, it’s the only profes- 
sion I know in which the gentleman can 
address a beautiful woman like you with- 
out an introduction.” 


“My friend, you are suffering from a 
chronic complaint.” 

“I know it, Doc, but please lower your 
voice; she’s in the next room.” 





POETRY CORNER 











Contribution of E. W. Spriesters- 
bach, Spriestersbach Realty Co., Ev- 
erett, Washington: 

We want to know 
have you a source 
for loans 


made FHA. 


We've seen the time 
it’d be easy to find, 
But that time 

ain't today. 


Our GI loans 

sell under par 

and our FHA’s 
Well... there you are. 


We’re a mortgagee 
and service loans. 
Our hair is gray 
We're full of groans 


But the point is 
. mister... 


WILL YOU BUY THESE LOANS? 
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. the demand for mortgages swings back and 
forth. Not too long ago money was plentiful—loans 
were scarce. In order to get loans lenders were 


MINNESOTA forced to waive normal and legitimate charges to 
UTAH borrowers. Lost income was recovered in premiums 
OHIO principals offered for loans. 
FLORIDA ; : ; 
GEORGIA Teday, as the pendulum swings, money is much tighter, 
premiums are the exception. Yet the properly made 
MISSOURI b ‘still aie mwa 
ome loan is still as secure an investment as can 
TENNESSEE made. Principals are carefully screening loans today. A 
KENTUCKY mortgagee’s title insurance policy makes any lean, con- 
MONTANA ventional or government guaranteed, more attractive to 
WYOMING any principal. 
qnesuivent Quality of the borrower and value of the real estate are, 
MISSISSIPPI in effect, guaranteed with prior approved G.I. and on 


WEST VIRGINIA 
SOUTH CAROLINA 


FHA mortgages. Satisfactory title—the one undeter- 
mined factor—responsibility for which the government 


KANSAS places on the lender, can be covered with title insurance. 
aa The cost of title insurance and the other legitimate 


expenses of making the loan, should be paid by the 
borrower. Now is the time, before the pendulum swings 
back, to correct abuses and re-establish equitable and 
fair practices. 


Title Insurance Company of Minnesota is prepared to take care of the title 
ae insurance needs of mortgage bankers generally in the states listed. Policies 
q are issued through branch offices, agents, or direct from the home office. 


The service is planned by mortgage bankers for mortgage bankers. 


Capital, Surplus and Reserves 
in excess of $2,500,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lincoln 8733 
MINNEAPOLIS 2, MINNESOTA 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware Tennessee 
Florida Texas 
Georgia Utah 
Kansas Wisconsin 
Louisiana Wyoming 


Mississippi and the 





Territory of Alaska 


Issuing Agents in most principal cities—Escrow Services 


Furnished by our Home Office and by all Issuing Agenis. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,500,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 








